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Have you thought about 
AIR FREIGHTING 


to and from Europe ? 


































In addition there are FIFTEEN ALL-FREIGHT FLIGHTS 
each week to and from 


DUSSELDORF, FRANKFURT, HAMBURG, STUTTGART 


ES 

= FOR EXAMPLE - GERMANY 

EE 

i London and Berlin, Cologne, Dusseldorf, Frankfurt, 

= Hamburg, Hanover, Munich.....49 flights per week 
& Birmingham and Dussel Gor oc—_peennnnnnnn flights per week 
ES Manchester and Dusseldorf....._.____________.. 4 flights per week 
= 

ES 

= 

EE 
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BEA operate daily direct flights to all 
main commercial centres in Europe 


ARSPPAAGLUEGGEIGEERRGGGA USERRA EOLA EE 

















HERE ARE EIGHT REASONS WHY YOU SHOULD 


Transit time cut from days to hours 


























Packing costs cut by up to 95% 











Lower insurance rates 














Special cheap rates for many products 














No warehousing or stock piling 

















Negligible losses through breakage, theft or exposure 









More markets within easy reach 


A quicker return on your capital 











Some or all of these reasons apply to your overseas trading. 
For detailed information on how to make the best use of 
BEA Air Freight Services, consult your Forwarding Agent, 
or nearest BEA Office. Or write to this address: BEA Air Cargo 
Depot, 14 Dilke St., Chelsea Embankment, London, S.W.3. 
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oe BRITISH EUROPEAN AIRWAYS 
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Not only British immigrants are 
flocking to Australia and New 
Zealand—British goods are going 
there also. In ten years Australia’s 
imports from the United King- 
dom haverisen from £{A74,573,189 
to £A296,253,000 (a steady third 
of the total imports). New 
Zealand’s imports from Britain 
have risen from £31,079,000 to 
£126,249,000 (approximately half 
of the total). The Australasian 
countries shop in Britain. 

And these figures must be seen 
in the context of a steadily rising 
standard of living. The average 
weekly wage ofan Australian man 
is £A18.23. In New Zealand, av- 
erage wages have almost doubled 
in ten years. Australians and New 
Zealanders are forward-looking, 
proud of their prosperity, keen 
for more. They are the sort of 
people who read The Reader’s 
Digest, which has a circulation of 
450,000 in Australia, 75,000 in 
New Zealand, and a readership 
many times greater. 


Their own editions 


In each of the Dominions, The 
Reader’s Digest has all the ad- 
vantages of local media. The two 
editions, one for Australia and 
one for New Zealand, are special 
to those countries — specially 
edited, specially distributed. The 
Digest has international] stature, 
yet keeps the local touch. 


quadrupled in ten years 


THE BOOM DOWN UNDER 





AN EXPORT OPPORTUNITY 


-— > -= 
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British imports ~ a 


~~~ 


Who are the Digest readers? The 
leaders of each community, the 
leaders in business, in politics 
and in society. They are the people 
who buy—both consumer goods 
and the tools of industry. 

All over the free world, such 
people read the Digest in its vari- 
ous overseas editions. In most 
countries, the Digest reaches the 
most people and the best pros- 
pects, at far lower cost than other 
magazines. Everywhere, The 
Reader's Digest speaks to your 
customers in their own languages. 


We can help you plan— 
here in London 


If you consider advertising in 
New Zealand or Australia—or 
elsewhere overseas—we shall be 
glad to help with facts, figures 
and information. 

Here in London you can book 
space in one or any combination 
of our 30 editions, to cover your 
best markets without waste cir- 
culation. You can avoid the un- 
certainties of remote control, and 
be sure of full advertising value 
for what you spend. A further 
convenience: in most cases you 
can pay in sterling. 

If you’d like to know how The 
Reader’s Digest covers your areas 
of interest, just write or tele- 
phone: The Advertisement Direc- 
tor, Reader’s Digest, 25 Berkeley 
Square, W.1 (MAYfair 8144). 









30 Editions ...13 Languages 
20 million copies sold every month 


The Reader’s Digest has separate editions covering the following 
markets in their own languages. (Monthly circulation in brackets.) 
U.S.A. (11,500,000—including West Coast edition, 2,000,000). Com- 
monwealth: U.K. (1,100,000); Canada (English and French editions— 
925,000); Australia (450,000); New Zealand (75,000); South Africa 


(z40,000); India (in English—6o,000). 


Latin America: Brazil 


(460,000); Spanish-speaking countries (4 separate’ editions—1,17 5,000). 
Western Europe: France (1,050,000); Belgium (100,000); Switzerland 
(German and French editions—105,000); Holland (130,000); Germany 
(800,000); Austria (100,000); Italy (500,000); Spain (150,000); Sweden 
(300,000); Denmark (235,000); Norway (185,000); Finland (735,000). 
Middle East (in Arabic—5o0,000). Japan (450,000). 


All over the world people have faith in 


The Reader’s Digest 











THE ECONOMIST MARCH 22, 1958 





















































eS <IN 
Bin a 1 
ate AK INNES NINN: NS 
"zai ES SOETRIOS SIN NIX 


7; 
~ 


Vr | 


RS AY 
Ke 

AS 
2 
NY 
ZI 
SS 


FE 
Ae I Wy 





Y) 


Vw’ Os NS NIRS INS 
. Z\ Ade aS Ree 
SS = 






7 
a 





rt 





8-Storey Flats, Wychall Farm Estate, Birmingham. 
Designed by Mr. A. G. Sheppard Fidler, M.A. ,B.Arch. ,F.R.1.B.A., A.M.T.P.1., in conjunction with Wates’ Achitects Dept. 





Wates build at high speed and low cost. They have the plant, the 
organization and the know-how. Add to this early collaboration with 
the owner, his architect and his engineer, and the building goes up on 
time and within the budget. Quick completion means earlier revenue. 
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WATES LTD Building & Civil Engineering Contractors 


HEAD OFFICES °* = 1258/1260 LONDON ROAD °* S8.W.16 * Telephone: POLIlards 5000 
LONDON BIRMINGHAM DUBLIN NEW YORK 
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Modern latex paints are proving over and 





over again . . . in residences, hotels, hos- 
pitals, offices . . . that latex has established 


new standards for paint performance and 

















uniform quality, for interior and exterior 








use. Never before were paints so easy 





to apply. They have no paint odour... 
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dry quickly to the touch . . . become a 
tough film that stays beautiful after re- 
peated scrubbing. And they rinse out of 
brushes or rollers with plain water. Your 
local Dow representative can give you 
all the details on latex, or contact the 


Dow branch office in your area. 


R. W. Greeff & Co. Ltd., Garrard House, 31/45, Gresham St., London, E.C. 2, England. 


DOW CHEMICAL INTERNATIONAL LIMITED ¢ Zurich, Switzerland * Tokyo, Japan * Midland, Michigan, U.S.A. * Cable: Dowintal 
DOW CHEMICAL INTER-AMERICAN LIMITED © Montevideo, Uruguay © Mexico, D.F. ¢ Midland, Michigan, U.S.A. ¢ Cable: Dowpanam. 
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For those without money 
to burn 


Here’s some Home Economics 
to learn:— 


Travel Skyways and be 
Dans le coeur de PARIS 


For Seven Pounds Nine- 
teen Return. 



















To me, Denmark with wonderful 
Copenhagen, its colourful past 
and fun-filled present, is irresist- 















"RETURN FARES from 
















ible. And it’s such pleasure HARWICH f . 

etting there!-You step aboard 

+ D:EDS. ship at Harwich or OR NEWCASTLE | 
Newcastle and at once you revel RG 

in your first taste of real Danish To ESBJE RETURN 
hospitality. Go this year - you FROM £15.11.0 

can take your car for as little as TOURIST CLASS FARE—23 DAY 
£5. 3s. Od.—and there's an almost és Be a al al RETURN 
Senn Yet as for free literature to FULLY INCLUSIVE 


Denmark again for me. 













Dept. E 
71-72 Piccadilly, London W.1. or 


Nielsen, Andersen & Co. Ltd. | 
2 King Street, Newcastle-on-Tyne 1. . | 
| Skyways, 7 Berkeley Street, London, W.! 
aT tT Tha) | Telephone : SLOane 9681-3 or your Travel agent. 


STEAMSHIP COMPANY LTD. ees will also operate Coach-Air Services to VICHY, 





NICE and BRUSSELS from early Spring. 


Any car can be almost a convertible with the 





Continental ee ROOF 


Moe £65 approx, 


®Completely watertight 
®One-hand operation 
®Immaculate interior 
© Approved by car manufacturers 


Add health and enjoyment to your 
motoring with this wide-open sunroof! 


Details from the sole ‘Webasto’ distributors : 


CAR-COVERALL 


who also make fine 


SEAT COVERS 












NATURAL 


1 SEA SALT 


BATH CRYSTALS 
from Chemists, Stores or 


TIDMAN & SON LTD. 


47 Fleet Street, 
LONDON, E.C.4. 

























OT amt en cas can SS EE 


To Car-Coverail Ltd., 168 Regent St., London, W.!. Tel: REGent 7124/5 4 
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Sun roof Seat cover quote Please tick 
J informat' on and patterns appropriate square £22/3 
em em ee te — om ome 






Space 
for Ships in 
East Africa 


ee 


Te) 
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. .. at Mombasa, Dar-es-Salaam, Tanga and Mtwara. 
The modern port installations tell at a glance how far 
the development of the three mainland territories of 
East Africa—Kenya, Tanganyika and Uganda—has 
progressed in the last 50 years. 


East Africa is as big as Western Europe. Transport is 
therefore a vital factor in all this development, and this 
is the responsibility of the East African Railways and 
Harbours Administration. The Administration has 
been engaged on its own development programme, in 
which special attention has been paid to the provision 
of adequate and up-to-date port facilities. 


Today the trading figures amount to an annual total 
of £254,600,000, and a new stage of development 
is beginning in the exploitation of the territories’ 
mineral resources and in the establishment of local 
industries to manufacture consumer goods, particularly 
to supply the demands of the 20 million African 


population which is earning an increasing share of the 
territories’ income. 


For details of current opportunities in East Africa, 
particularly for investment and the establishment of 
local industries, write to the Commissioner, East 


African Office, Grand Buildings, Trafalgar Square, 
London, W.C.2. 


East African Railways 
& Harbours 


-»» AT YOUR SERVICE 


EA 103/R 
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Car hire 
boom 


MONG Britain’s many 
A booming industries 
mone has a a impressive 
record of expansion 
car hire business. The num- 
ber of motorists who want 
the advantages of having a 
car at their disposal without 
the responsibilities of owner- 
ship is multiplying fast. And 
go are the fleets of those 

which meet 


ther cause for 
ae is the continued 
expansion in “what, so far, 
has been the most rapidly 
growing part of the business: 
hiring cars out by the year 
on a contract basis. Many 
commercial and, industria! 
firms find it more advan- 
tageous to hire rather than 
buy cars for their executives 
and travellers They do not 
have to invest any capital 
gave on tax. And they 
do not have ad — about 
irs or servicing. 
Teusinessmen, foreign 
tourists and British holiday~- 
makers are among those who 
increasingly look to the car 
hire firms. The variety of 
this demand is a tribute to 
the efficiency of the service. 
And it is also the best pos- 
gible guarantee that the 
boom will go on. 


Reprinted from 
the Evening Standard Feb. 26th. 


77 «ST. MARTIN'S, LANE, 


VEHICLE 
CONTRACTS 


LIMITED 


Britain’s largest 
Contract Hire 
Organisation 


CONTRACT HIRE is the 
modern convenient way of 
obtaining a new car — or a 
fleet of new cars — without 
disturbing capital. Cars are 
delivered fitted with heaters 
and number-plates, with Road 
Fund Tax paid for the entire 
period of hire. No deposit is 
required; and cars are gua- 
ranteed for 12 months. Any 
vehicle which breaks downcan 
be replaced within 48 hours, 
Choice of one-year and two- 
year Contract Hire periods, 


Get in touch now with 


VEHICLE CONTRACTS LTD, 


LONDON, W.C.2. TEMPLE BAR 358 


Own an adding machine 
for only 19 gns. 


The CONTEX, 

world’s fastest— 
increases efficiency 

at every desk ! 

The Contex pays for itself in weeks! 


The Contex is one of the world’s most. successful adding 
machines. Over a quarter of a million businesses are profiting 
from it at this moment. It has the modern half-keyboard— 
so simple anyone can operate it at lightning speed within 


minutes. 


It speeds up figurework, cuts out errors, eliminates bottle- 
necks. You'll find work progressing smoother, faster. You 


really must see the Contex. 


Your nearest office equipment 


dealer will arrange a demonstration at once. 


Write for his name and address now, to 


OFFICE MACHINERY LTD. 


Dept. 12G3, OMAL HOUSE, KINGLY STREET, LONDON, W.1: REGENT 8833/7 
(EET A RTT ART eT 
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He found 


business 
where 

he least 
expected it 


HIS run of luck started the first night out when he found hime 
self sitting next to an American businessman at dinner. Later, 
over a nightcap, they were still talking—talking business almost 
without realizing it. The Englishman had already made a valu- 
able contact, with the sort of man he wanted to meet. He might 
have been in America from the moment he stepped aboard. 

Like so many others, this man has now found just how much 
it pays him to travel by United States Lines. The Blue Riband 
held by the “‘United States” means that her standard of punctu- 
ality is unsurpassed, a boon to people with closely planned 
appointment schedules. On board, in superbly comfortable sur- 
roundings, the businessman can still continue his work, if neces- 
sary, with ship-to-shore telephone, Dictaphone, stenographic 
and typewriting services at hand. When he wants to relax, there’s 
no better way than aboard the “‘United States” or her running- 
mate the “America.” Wonderful food and wine, top-grade 
orchestras, CinemaScope, well-stocked libraries, “‘keep-fit” faci- 
lities—whether he travels FIRST, CABIN or TOURIST CLASS 
all these are readily available. In addition there’s 25 cubic feet 
or 275 lb. FREE baggage allowance. 


r 
| 
| 
| 
l 
| 
| 
| 
| 
| 
| 
| 
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A **FIRST CLASS’’ HOLIDAY 
whichéver class you choose 


Now that the travel allowance has been extended to cover the U.S.A. 
and Canada, holidaymakers and businessmen’s wives and families 
can go to these countries. Remember—your £100 is spendable entirely 
in America. If you travel by United States Lines your holiday starts as 
soon as you arrive on board ship; by the time you land in America 
you’re thoroughly rested and relaxed, ready for another exciting 
holiday. 

If you’re travelling on a budget but still want the best that money 
can buy, CABIN and TOURIST CLASS, with their gay informality, 
offer a perfect solution, 

Fares to destination and on-board expenses payable in sterling. 


REGULAR SAILINGS 


- FIRST CLASS—CABIN CLASS—TOURIST CLASS 
s.s. United States — SOUTHAMPTON — HAVRE — NEW YORK 
s.s. America — SOUTHAMPTON — HAVRE — COBH—NEW YORK 


SEE YOUR TRAVEL AGENT OR 


UNITED STATES LINES, 50 PALL MALL, LONDON, S.W.1 
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For PERSONAL ACCIDENT 
INSURANCE 


You'll be on good terms with 
THE 


* ‘Wallpapering is easy’, my friends said. N () R | | R 
So I tried it—and fell off the ladder. I 


sprained my shoulder and caught my eye 


on the brush handle. It might have been 
very serious. As it was, I was away from 
work for 12 weeks. The £120 I got from 


“The Northern’ was a godsend.” 
7 COMPANY LIMITED 
This is an ACTUAL CASE taken from our records. 


For a yearly premium of £2.10.0 this Policyholder is 
insured for total disablement compensation of £10 per 

. : 2 ON | BERDE 
week for a maximum of 104 weeks. £1,000 is pay- eee” ae —— 
able in addition if the disablement should prove total 1 Moorgate 
and permanent. Alternative benefits include £1,000 
in the event of accidental death or loss of eye or limb. 


1 Union Terrace 
Established 1836 Group Assets exceed {75,000,000 


FIRE + LIFE - MARINE + ACCIDENT - MOTOR + HOUSEHOLD + PENSIONS - ENGINEERING +¢ ‘TRADE RISKS 
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Six Per Cent 


HE authorities have been quick to put forward what may be called 
purely mechanistic explanations for Thursday’s reduction in Bank 
rate. This is not, it is being explained, a sign that the time has 

come to start reflation. It is merely a recognition of the undeniable fact 
that the speculative crisis of last September is no longer with us. Seven 
per cent was a crisis rate. To maintain it now would invite a further inflow 
of hot money. Hot money is an embarrassment—not so much while it is 
hot as when speculative fever turns cold, because it may then serve as a 
nucleus for a snowball movement out of the reserves. It seems 
administratively wise to the authorities to stop it coming in, and to make 
an orthodox market reduction in the rate. It is just the sort of reduction 
which the Bank would have made, in similar circumstances, in the nine- 
teenth century. 


These arguments are familiar and understandable. They are 
nevertheless, on balance, wrong. They suggest that the authorities have 
not imbibed the real lesson of the disastrous experience of last September, 
and, still more, of the quite remarkably successful experience of the 
economy since then. The great difference in our position as a banking 
nation, compared with that in the nineteenth century or even before the 
war, is that we are now one from which too many foreigners have an 
encouragement to borrow in times of emergency, and to which too few 
have an incentive to lend. The way to-meet this state of affairs is to 
revise our ideas about what are crisis interest rates, and even about what 
is hot money. What Britain needs, as a long-term feature of its policy, 
is a determination to keep its interest rates higher than the rates ruling 
in other banking centres—and the more considerably higher, the 
better. 


This does not mean that anybody has supposed that the 7 per cent 
rate should stay for ever. It does mean, however, that, as soon as 
relaxations became possible, it would have been better to concentrate 
them, to begin with, on other things. Above all, it would have been 
better to concentrate them on reductions in taxation next month. 


It may be, of course, that there are going to be such reductions. 
Thursday’s decision, for all the present official protestations, may not 
be a sign solely of the authorities’ familiar aversion to hot money, but 
also that they regard industrial recession as something more than one 
danger in sight. They may already regard it as something to start fighting 
against now. But that is not what the authorities claim. And, whatever 
their view of the prevailing climate, the budget that they will be able to 
bring forward under a regime of 6 per cent Bank rate cannot, in prudence, 
involve quite as many tax reliefs as the budget they would have been able 
to bring forward under a regime of 7 per cent. The conclusion is 
inescapable, on the basis of their own arguments, that the authorities have 
put last things first. | 
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Britain’s renunciation of nuclear bombs would not diminish 


the risk of global war. 


The current ill thought out 


agitation is increasing that risk. 


NE of the features of old-fashioned education 
() was that children were made to chant their 
multiplication tables long after they had become 
sufficiently accustomed to them to go on to more 
complicated forms of arithmetic. Something of the 
same sort now seems to be advisable in the great debate 
about the hydrogen bomb, if only because some of the 
cleverest people in the country are chanting that twice 
two are five. The argument about whether Britain 
should continue to develop its own nuclear weapons 
is being most dangerously muddled by Bertrand Russell 
and other campaigners for the “abolition of nuclear 
warfare.” What they are saying is that Britain should 
renounce not only the bomb, but (apparently as a point 
of British honour) co-operation with the Americans 
about missile bases and other defence agreements 
with our friends and allies as well. What they 
are muddling is the quite separate argument about 
whether Britain could more effectively and economically 
make its contribution to the prevention of war by 
leaving the deterrent to the Americans and concen- 
trating its own armament programme on conventional 
weapons. But, for peace’s sake, let attention be paid 
first, at Oxford and elsewhere, to the basic fallacy of 
the assumption that the way to abolish nuclear war is 
for Britain to contract out of the alliance. 


a. HE starting point of most current speeches made by 
the nuclear disarmers is that a hydrogen bomb war 
would be an unspeakably terrible thing. There is no 
dispute about that. It would be the biggest massacre 
of mankind since the bubonic plague in the middle 
ages ; it might be even worse, and spell the end of 
life on this planet. The first objective of everybody 
is to see that there is no outbreak of a war in which 
the bomb would be used. 

The next question, then, is: in what sort of a war 
would the bomb be used ? The answer to this is quite 
simple ; and it is an answer that will not be determined 
by the peacetime decision of any country or group of 
countries to “ban the bomb.” Instead it is already 
determined by the quite unavoidable fact that know- 
ledge of how to make these frightful things exists. The 
bomb will be used, eventually or at the outset, in any 
war in which one of the great power blocks thinks 
either that the other side may be about to bomb it 
or that defeat would spell the end of its way of life. 
To put this last point at its lowest: the bomb would 
be used against a war of domination when the leaders 


of any nuclear power thought that it represented the 
last hope of turning the tables on the enemy, and thus 
possibly saving themselves and their families from the 
fate that Mussolini met at Milan. Hitler in his bunker 
would certainly have used the bomb (even if he had 
signed a thousand Geneva protocols banning it), and 
so would all other dictators and most democratic poli- 
ticlans in the same trap. 


T first sight, this human certainty that the bomb 
would be used in or against a war of domination 
might seem an inexorably terrible prospect for 
humanity. But, paradoxically, it contains an element of 
dramatic gain. For it means that, in present circum- 
stances, it is very unlikely that a war of domination will 
be deliberately launched. (Even a totally mad dictator 
like Hitler would not have started a war in the stalemate 
conditions of 1958, because his colleagues or generals 
would have stopped him). If an H-bomb war comes, it 
will almost certainly be because a military adventure, 
after having been launched on the assumption that it 
would be much less than thermonuclear, becomes a 
major conflict through the aggressor’s miscalculation. 
What is needed, therefore, is not a pronouncement 
about abolishing the manufacture of the bomb (which, 
at least in war, would be impossible to enforce), but a 
policy to minimise the chance of such a miscalculation. 
In these circumstances, there are two questions that 
should be asked of those who, while proclaiming their 
wish to ban the bomb, in effect want to overthrow 
the American alliance. They are questions that should 
be asked of them again and again, wherever they appear. 
Here, not in the deliberately confusing questions 
circulated at Oxford, is the real questionnaire for the 
abolitionists. 

(1) Do they think that the policies they propound 
would diminish the incidence of border scares, and thus 
the risk of nuclear war through miscalculation ? Can 
they not see that the effect of their own campaign so 
far has been to increase it ?. Already Mr Macmillan has 
been inveigled into making the imprudent statement 
that if two hundred Russian divisions marched across 
Europe, the bomb would fall—with the implication 
that if they make any lesser attack it may not fall. 
The immediate danger is that this may provide a 
splendid incentive for the communists (who since 
1955 have shown that they will not willingly cross the 
datum line that would bring thermonuclear retalia- 
tion) to start experimenting again, to see how 
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far the datum line can be made to stretch—up to 
Formosas, Indo-Chinas, Jugoslavias, West Berlins ? 
The ultimate danger is that such operations might roll 
to the stage either when the West would think that it 
faced the threat of a war of domination, or when the 
Russians would think that the West might be about to 
think this—and so hurry. to get their bombs in first. 

This prospect also has relevance, in so far as 
anything has relevance, to the Priestleyites’ favourite 
bugbear—the war started through a private bomb- 
throwing by. some Russian or American drunk or 
neurotic or stupid junior officer without orders. If 
Britain were outside the western alliance, and gaps were 
thereby opened for more communist infiltration round 
the perimeter of the free world, do the abolitionists think 
that in the new atmosphere the danger of such an 
accident would become smaller ? If so, why ? 

(2) Do they think that a unilateral British renuncia- 
tion of both bombs and bases would speed the 
advance towards agreed international disarmament ? 
Can they not see that their activities so far have already 
slowed this down ? Why should Mr Khrushchev accept 
the less desirable (to him) alternative of controlled dis- 
armament when he sees all these new pressures towards 
unilateral disarmament on the democratic side ? Mr 
Khrushchev is hardly fool enough to contemplate 
accepting a controlled form of disarmament that would 
weigh equally on all parties, if he thinks he sees a 
chance of the effective strength of his opponents dis- 
integrating in a (for him) splendid state of disarray. 
And does anybody really think that there is an improved 
prospect that the United States will take the big jump 
into an active pressure for controlled disarmament 
while it feels the ground so shaking beneath its feet ? 


HIS is the gravamen of the charges against the 

marchers to Aldermaston and their fellow 
travellers in the campaign. By feeding the illusions of 
ordinary men and women who long for peace and 
security, they are making a positive contribution to 
pushing these very people nearer the abyss. Beside this, 
it is a minor peccadillo that they are also muddling 
one of the most crucial problems of British defence 
policy ; what is peculiarly annoying, however, is that 
some of them are doing this muc jling deliberately, 
because they want to claim as allies for their side people 
who support a second—and totally different—* nuclear 
disarmament ” point of view. 

This second, and quite separate, school is composed 
of those who believe that Britain should either abandon 
vr cocoon its H-bomb, not as a gesture of moral and 
military disassociation from the western alliance, but as 
a means towards greater integration of effort with it. 
The starting point for argument by this school is not the 
undoubted horror of the bomb, but the obvious in- 
Sufficiency of western conventional forces : not morals, 
but hard military facts and economics. Any cuts in our 
military establishment on the continent, made to com- 
pensate for the expense of maintaining ourselves as a 
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nuclear power, are likely to harm the West by much 
more than would removal of the marginal British 
contribution to the American nuclear deterrent. There 
are two questions to ponder in considering this school 
of thought : 

(1) If Britain did abandon development of its bomb, 
would our vital interests be harmed by the fact that 
we then could not threaten to start a third world war 
if we ever wanted to utter that threat ? This, of course 
—together with considerations of prestige—is the 
real reason why the present British Government insists 
on keeping its finger on the bomb: the fear that 
America may in the future breed its own Lord Russells. 
When America can rest on its own inter-continental 
missiles, instead of on East Anglian Thors, there is some 
danger that neutralism will spread there: some future 
American government may say that, although the 
Russians are very inconvenient people, it is hardly 
worth blowing the world to pieces to prevent them 
having, say, the Isle of Wight. But if such a default 
ever did occur in the strongest shield of the western 
alliance, then the whole of British foreign policy would 
have failed, and an agonising reappraisal would be 
needed indeed. 

(2) If Britain were to abandon development of 
its bomb, might it help to persuade third countries 
—other than Russia and America—to abandon 
developing theirs? If the suggestion is that a British 
announcement to this effect would in some way “ give 
a moral lead,” then it is almost certainly another piece 
of nuclear disarmament nonsense. It is a habit of the 
British grossly to over-estimate their moral influence in 
the world. (It seems to be only the cynics who remem- 
ber that France, when M. Faure was prime minister, 
announced that it would never have anything to do 
with nuclear weapons, but now seems to be well 
advanced in developing them ; most of the unilateral 
disarmers who profess to believe that the fate of man- 
kind could be changed by a single bold prime 
ministerial pronouncement probably have not even 
heard that poor M. Faure once tried it.) 

But one possibility does emerge from recent develop- 
ments. It is not inconceivable (if not yet exactly likely) 
that at some future summit conference, provided the 
West enters it from a position of sufficient strength, 
Russia and America might agree to take steps, subject to 
inspection, to prevent the spread of nuclear weapons 
among those over whom they have influence (China, 
the Communist satellites, Egypt on the one hand ? The 

secondary western powers on the other ?). If so, and 
if the British cessation of bomb development would 
help this, it would surely be worth treating it as the 
deciding factor in an argument which seems already to 
be very evenly balanced. 


_ last part of this article has been concerned with 

hopes for the future. The first part was concerned 
with the dangers of the present, on which all else 
depends. It is to this that comment must again at the 
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end return. The genuine pacifists who say that it 
would be Christianly preferable, in the present sad 
state of the world, if the whole of the American and the 
west European peoples would renounce armed resis- 
tance, deserve respect for their moral judgment. 
(But even they pose a false alternative when they say 
that today’s choice is between some risk of enslavement 
and the certainty of extinction ; it is the other way 
round.) Given, however, that all western peoples are 
not going to become pacifist, what the nuclear disarma- 
ment campaigners are really calling for is something 


Political issues are at stake in the negotiations 
on a free trade area. Will France accept any 
reasonable price for it ? 


trade area has rudely awakened Whitehall and 

the British public to the fact that France dislikes 
the whole business and may destroy it as it destroyed 
the European defence community in 1954. The free 
trade area plan was designed to ensure that, when the 
six common market countries reduce their tariffs in 
each other’s favour during the next twelve years, the 
larger western Europe round them shall reduce its 
tariffs in parallel. The French proposals, with their 
demand for delay and for endless exceptions for uncom- 
petitive industries, seem calculated to prevent this 
happening. Unless France’s objections can be over- 
come within the next three months or so, there is 
grave danger that when the Six take the plunge next 
New Year’s day they will move alone. 

The “ nation of shopkeepers ” has, sensibly enough, 
looked upon this complicated matter as a business pro- 
position. Community, after all, can only begin with 
the recognition of a common interest.. British industry 
first saw the common market as a threat to British 
exports ; it accepted the scheme for a European free 
trade area as a remedy against that threat ; and it has 
since discovered surprising possibilities in the creation 
of a larger European market. The dangers involved 
in the failure of the free trade area are still seen in 
this country mainly in economic terms—loss of exports, 
growing tariff discrimination both in and outside 
Europe, and reversion to primitive bilateral methods 
of trade. 

There is nothing to be ashamed of in this attitude. 
These dangers are real enough. But there are also 
pressing political necessities. After 1945 a great shift 
became evident in the balance of world power. The 


"Te French memorandum on the European free 


former “great powers” of western Europe came to 
look like frail, peripheral states, surviving only under the 
American shield. The European Economic Community 
is an ambitious attempt to bring six of them more 
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quite different: their argument is not that Britain 
should or could renounce knowledge of how to make 
the bomb (which it already has), but that it should 
renounce the western alliance. They say, first, that 
this would “break the deadlock” ; so it might, but 
ii is on that deadlock that the avoidance of war at present 
depends. They say, secondly, that this would “ give a 
lead ” that would speed disarmament and security ; the 
British people have learned nothing from this past 
thirteen years if they do not see that it would do 
precisely the reverse. 


closely together than ever before, and thus to restore 
a measure of stability to the old world. The free trade 
area plan offers a means of bringing Britain and the 
other democracies of western Europe into this group, 
strengthening it and preserving its ties with the rest of 
the western world across the seas. Talk of strengthen- 
ing western Europe may not sound fashionable when 
forms of “‘ disengagement ” which might open the door 
upon the imprisoned other half of Europe are much 
in people’s minds. Yet the premise for any military 
disengagement, and for any revival of the real Europe 
that is incomplete without its central heart land, is 
a politically strong and united western Europe. 

Wait a little, some Frenchmen say, and see how the 
common market works. But already the gulf between 
Britain and the Continent is dangerously wide. Even 
since the free trade area talks began, the solidarity of 
the Six in defence, in atomic matters, and in policy 
generally, has tended to tighten. Their institutions 
have leapt into active life. Jn many respects, all this is 
admirable. But their tendency to forget that half 
western Europe is still outside their club—as well as, 
unavoidably, all central Europe—is alarming. 


HAT can Britain do at this late stage to bridge 
V4 the widening gap? There are two ways of not 
bridging it. One is to accept France’s more protec- 
tionist conditions, which would make nonsense of the 
free trade project. Another, equally important, thing 
not to do is to threaten that, if the exasperating common 
market starts to discriminate, then we can do s0 
too—in the Commonwealth, or in northern Europe. 
The illusion that Britain can retreat into a cosy 
Commonwealth walled garden is even more absurd 
than the myth of “little Europe”; and to use this 
futile threat merely exacerbates continental suspicions 
of British sincerity. 

There are, however, two constructive notes that 
Britain can, and should, strike. First, it can openly and 
frankly recognise that the scheme for freer European 
trade has a fundamental political, as well as economic, 
significance. True, last year’s white paper conceded 
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that the principle: of unanimity in the council: of 
ministers might have to be abandoned ; but not: until 
the meeting. last week..did some of the continental 
members of the Organisation for European Economic 
Co-operation begin to appreciate that Britain is prepared 
to take a political plunge and to accept institutions for a 
“big Europe ” in-some respects as strong as those of the 
Six. It is time this was shouted from the housetops. At 
least the ludicrous: confusion of theught that has led 
some people across the Channel to oppose the-free trade 
area in the name of European unity would bei dispelled. 
Mr Maudling himself will no doubt be delighted to 
accept the new and more appropriate name, “ European 
Union for Economic Co-operation,” which France has 
proposed for the largely political project he is struggling 
to bring to birth—provided that the change of name 
does not mean that the greater freedom of trade, which 
remains its nub, has been jettisoned. 

The second constructive note that Britain should 
strike is strictly economic. The question is whether 
there is any economic price. which France is prepared 
to accept in return for ceasing to obstruct this union 
of a larger Europe. It is not surprising, no doubt, that 
France, with its inflated price-structure and Algerian 
burden, is reluctant to take on new commitments to 
open tariff frontiers. With exports marginal to its 
almost self-sufficient economy, France in this century 
has never really cared a button for free trade. It has 
used tariff concessions primarily to bargain for other 
benefits, as it did, successfully, in the common market 
negotiations. What reasonable inducement can France 
now be offered ? 

Possibly compromises may be reached on many of 
the detailed issues that once seemed intractable, 
such as the level of the free trade area’s outer tariff 
(about which Italy made useful proposals last week) 





The Soviet Unjon is preparing for the biggest 
transfer of ownership since the days of 
collectivisation. What is the meaning of this 
move ? 


USSIANS are not all watching peace doves flying 
|R to foreign destinations. “More than half the 


Soviet population still lives in the countryside, 
and it has a more pressing problem on its mind : the 
biggest transfer of property since the days of col- 
lectivisation is now being prepared. The transfer is of 
particular interest to the 80 million kolkhozntki. Their 
collective farms are to be allowed to purchase the 
equipment hitherto belonging to the state-owned 
Machine and tractor stations (MTS). Mr Khrushchev’s 
“theses.” outlining this project are being discussed at 
mass meetings throughout the countryside. One of the 





Mr Khrushchev and the Peasants 
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and, in so far as it is meaningful, the “ harmonisation,” 
of labour costs. But this does not go to the heart, of. 
the matter. There is one chink of light in the thicket - 
of the French memorandum. This is the: request -to. 
share in Britain’s liberal trade system with the Common-; 
wealth. It is put in an extreme form: a request to. 
have a share in Commonwealth markets without giving 
anything in return. But at least it does suggest.a 
constructive possibility. In the next few years, there. 
will. inevitably be. closer. economic ties. between..the, 
continent of Europe and the.Commonwealth. By a, 
British offer to seek concessions now from the Common- 
wealth for European trade, the door to the creation of a 
broad European trading area might possibly be unlocked 
after all. 

It is, of course, precisely this point that is most liable 
to stick in a British Government’s, or Parliament’s, 
throat. Even Mr Macmillan, who can scarcely be 
accused of imperial insularity, told a Conservative 
conference two years ago that “if we have to choose 
between Europe and the Commonwealth, our choice 
is made. We choose the Commonwealth.” The trouble 
about this sort of rhetoric is that it has no meaning. 
Reading it, one might have thought that to “choose 
Europe ” would somehow mean to banish the Common- 
wealth beneath the waves of the sea. In fact, however, 
it would mean trying, in so far as we have any influence 
in the matter, to get cheaper entry for Commonwealth 
exports into continental Europe, and arranging for 
Commonwealth countries to get, European goods as 
cheaply as they now get British goods. In the short 
run this would be of some competitive disadvantage 
to some British industries. But a price may have to be 
paid to avert a dangerous rift in the western world ; and 
to pretend that it is imperial magnanimity which holds 
us back is the sheerest insular hypocrisy. 





first acts of the newly “elected” Supreme Soviet will 
be to endorse the programme. 

The MTS have become a part of the landscape since 
collectivisation. There are some 8,000 stations, employ- 
ing about 2 million drivers, mechanics and agricul- 
tural. experts. They operate the bulk of heavy 
agricultural equipment, including over 1.2 million 
tractors (in 15 h.p. units), combines and lorries. Until 
now the 78,000 collective farms have had to turn to 
these stations to get their ploughing and harvesting 
done. Payment in grain and other products for these 
services was an important source of state revenue. The 
MTS had a political function as well. With their higher 
proportion of party members, they could watch the 
mood of the less reliable rural areas. But the new 
scheme provides for the transfer of most of their equip- 
ment and staff to the collective farms themselves. 
Some of the stations will disappear ; others will be re- 
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duced to the rank of servicing stations, used also as 
distributing points for new machinery. Why should 
Moscow now deprive itself of such bastions of state 
power ? 

The Soviet rulers have always been faced with a 
double task in the countryside. They have sought to 
increase production and supplies ; but they have also 
had to fit the peasantry into the country’s social system. 
It is through these twin lenses that the new move must 
be viewed. 

The fact that agricultural output has lagged behind 
industrial expansion is plain. Stalin’s successors 
admitted a state of crisis in agriculture and set about 
trying to relieve it. It was under Mr Malenkov’s 
premiership that the first steps in a policy of incentives 
were introduced : tax reliefs, lower compulsory de- 
liveries and higher prices. “Mr Khrushchev, eager for 
quick results, coupled this in 1954 with a drive to bring 
virgin land in Kazakhstan and Siberia under cultiva- 
tion. Both measures were combined with a larger 
supply of agricultural machinery. There have been 
tangible results in better output and larger supplies of 
livestock and dairy produce. Mr Khrushchev’s gamble 
on the virgin lands brought a first dividend in the form 
of a bumper crop in 1956. Last year, however, nature 
turned against him. The new farming areas were 
devastated by drought. How much the total crop was 
affected is shown by the fact that grain supplies to the 
state were nearly a third lower than in 1956./ 

This setback, however, does not explain the latest 
scheme. (Mr Khrushchev is still fascinated by virgin 
land ; some more is to be brought under cultivation in 
the Far East.) “The general state of Soviet agriculture 
in itself requires the introduction of reforms. . Though 
the slogan about catching up the United States in out- 
put per head of milk, butter and meat may now be 
heard on every occasion, it is in agriculture that the 
Russian lag is most striking. Even if the Soviet Union 
were to reach the American level of agricultural pro- 
duction rapidly, it would do so with an agricultural 
labour force as much as five times as large. ~ 


HE existence of vast peasant masses is a permanent 
difficulty for planners in particular and the leader- 

ship in general. The ruthless collectivisation had left 
too many scars to permit further reforms in the 1930s. 
Yet it was regarded by the communists as only the first 
step towards the goal of industrialising rural production 
and eliminating differences between town and country- 
sid2. The next step was taken in 1951-52 ; collective 
farms were amalgamated into larger units (the average 
farm now has about 5,000 acres and employs some 350 
able-bodied workers). Flushed with success, Mr 
Khrushchev (who at that time, curiously enough, was 
the apostle of urbanisation) advocated a move towards 
the next stage ; instead of scattered farms the country- 
side was to be filled with “ agro-towns.” The scheme 
had to be shelved because of the outcry it provoked 
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among the peasants. But the idea of further transforma- 
tion was never abandoned. Stalin had it in mind when 
resisting, shortly before his death, a proposal for the 
transfer of equipment from the MTS to collective farms 
—which was almost identical to the one now being 
introduced. This, he argued, would be a move back- 
wards, because it would reduce the scope of state 
property in favour of collective ownership. 

How does Mr Khrushchev’s new scheme fit into this 
context ? Its primary practical objective is undoubtedly 
to encourage production and supplies. Its author deals 
with criticism by arguing that most collective farms are 
now rich enough to purchase the equipment and large 
enough to use it efficiently. The smaller and poorer 
farms will be given a few years to make the transition, 
which should be an inducement to larger scale and 
better management. The state will lose the agricultural 
supplies hitherto delivered to the MTS in exchange for 
their services, but this loss should be recouped by pay- 
ments made for machinery old and new (the MTS, after 
all, were subsidised). Moscow hopes that the collective 
farmers will be pleased with the abolition of dual 
control, and that control of their own equipment 
will enable them to do a better job, while the desire 
to buy new machinery will prompt them to increase 
their supplies. 


_ the ultimate social objective has not been for- 


gotten either. Mr Khrushchev and his assistants 
are busy denying charges made by Soviet economists 
who, using quotations from Engels, have insisted on the 
contradictions between state and collective property, 
seeing in the encouragement of the latter a movement 
away from communism. Mr Khrushchev replies that 
the inducement to amalgamation will be strengthened ; 
that the state will keep its hold on the supply of indus- 
trial machinery and other industrial goods ; and finally, 
that the communist leadership inside the farms will be 
reinforced by the large-scale intake of party members 
from the MTS. 

The campaign in the virgin lands has provided the 
Soviet rulers with yet another instrument. In these 
almost uninhabited areas it was natural to set up state 
farms rather than collectives. The number of state 
farms has risen to §,800. They now account for a 
quarter of the total sown acreage and for nearly a third 
of the area under grain. The growing proportion of 
supplies coming from this source strengthens the 
government’s hand in its dealings with the collectives. 
By this double pressure, from within and from without, 
Moscow may be able to drive the farmers on until all 
differences between state and collective property 
vanish. This is, at any rate, the official hope. Yet one 
cannot help wondering whether, prompted by the wish 
for quick results, Mr Khrushchev, though himself born 
in the village of Kalinovka, has not this time under- 
estimated the property instinct (even if only collective) 
of the Russian peasantry. Having decided in haste, will 
he repent at leisure ? 
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The Servant. Problem—1 


The Homes with Help 


Most of our readers will be washing up tonight. 
Is the decline in paid help in the home a matter 
of middle-class impoverishment, working class 
high wages, or aversion from service as such ? 


decline in middle-class fortunes since 1939 is 

the dearth of servants in suburbia. It is this 
that makes professional people feel they have had to 
trim their way of life. to social change more than any- 
body else. The class which used to put its girls out 
to service, suburbia complains bitterly, today benefits 
not only from full employment, high wages and social 
services, but also has reserved to it, at subsidised rents, 
almost the whole output of modern, labour-saving 
council houses and flats. The middle classes, by 
and large, are left with the houses which Victorian, 
Edwardian, and even interwar speculative builders 
designed on the assumption that there would always 
be a large market in domestic service, of every variety 
‘and at prices which almost any middle-class budget 
could afford. That market, it is said, has disappeared, 
taking with it a great deal of middle-class leisure and 
culture, in a welter of husbands washing up and wives 
scrubbing children and floors. 

How much truth is there in this picture, or how 
far has the market merely changed (as markets will) 
rather than declined ? Just where-in middle-class life, 
and on whom, does real, definable hardship fall ? Is 
the situation likely to get better or worse—whether 
in terms of more domestic service, or more and cheaper 
mechanical substitutes for it? Is any intervention 
called for by the state—for example, in encouraging 
the recruitment of more foreign workers ? In these 
two articles, it is proposed briefly to attempt some 
answers to these questions. 


‘| NHE most obvious outward and visible sign of the 


HE first problem is to get the statistics straight. 
Between the censuses of 1931 and 1951 the total 
number employed full-time in personal service, includ- 
ing domestic servants both in institutions (hospitals, 
hotels and the like) and in families, fell by less than 
many people may suppose—from 2.1 million to 1.9 
million. The real blow for suburbia was the fall in 
the proportion of these domestic servants who were 
working for private families—from 33 per cent in 1931 
to 9 per cent in 1951. As a consequence, by 1951, 
178,000 full-time domestics were in private employ- 
ment in 157,000 families ; in 1931, 706,000 had been in 
private employment in 500,000 families. This was a 
large absolute drop, but it is worth re-emphasising that 
the proportion of families employing full-time servants 
was always small. Even in 1931, only about § per 


cent of all households had one or more full-time 


servants ; in 1951 only just over 1 per cent had them. 

The fall that has occurred reflects two simple 
economic facts: the rise in the price of domestic service; 
and, more important, the decline in the amount of 
disposable income available now to buy them for former 
servant-employing homes. The price is now mainly 
settled by what the institutions offer in competition 
with other industries, both in cash and amenities ; the 
private employer’s bid no longer affects the price to 
the extent it did in the thirties, and still less than in 
Victorian times, when private employment represented 
the greater part of total demand. The wages position 
will be examined in more detail later; but roughly 
the price of domestic service has risen fivefold since 
1931, against an average price increase of nearly three 
times, and a rise in professional earnings (before tax) 
of two-and-a-half times. _ 

In these figures lies the key to present middle-class 
servantlessness. In 1931, there were 500,000 incomes 
of £700 or more ; 
the disposable in- 
come left to a 
married man earn- 
ing £700 with two 
children after tax" 
was then £650. 
This figure seems 
to be—very 
roughly—the 
point at which a 
middle - class 
family could then 
afford a whole- 
time resident servant. (Mrs Beeton, in the 1880s, 
thought that on {£200 a year one could afford 
a general servant, or slavey.) In 1951, the top 
157,000 incomes ranged from £2,500 upwards. For 
a married man with two children this income repre- 
sents, after tax and in terms of 1931 prices, £780. 
The difference seems just about enough to absorb the 
additional cost of a servant, over and above the average 
price increase ; so that it seems reasonable to suggest 
that in fact pretty well all those who could afford a 
full-time servant in 1951 eventually got one—and per 
contra, that as much disposable income was set aside 
for a servant in 1951 as in 1931, taking price increases 
into account. The reduction in employment of full- 
time servants is seen quite simply as a reduction in 
the number of families who could afford to employ 
them. 

That is the middle-class picture. To peep, for a 
moment, at the upper class area: at what levels of 
income can two or more servants be afforded nowa- 
days ? Mrs Beeton, about 1880, thought that both a 
cook and a housemaid were possible on £300 a year, and 
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at £1,000 one owed it to oneself and to the lower orders 
tc have a manservant, a cook and two housemaids. 
Today, only two per cent of resident-servant-employing 
households (which means one in 4,000 households as a 
whole) have three servants or over ; this corresponds 
with the proportion of income earners getting upwards 
of £18,500 a year. A further 9 per cent (or just over one 
in a thousand households as a whole) have two servants, 
corresponding to incomes ranging from {£9,000 to 
£18,500 a year. In 1931, 76 per cent of the employers 
of resident servants had but one ; in 1951 this propor- 
tion had risen to 89 per cent. 


HE conclusion that the drop in the number of full- 

time servants is a consequence of the squeeze on 
middle-class incomes, more than of anything else, is 
strengthened by another consideration. It might be 
expected that there would, in the middle classes, be 
some correlation of employment of servants with need, 
as expressed in the presence of children. Even with 
incomes below £2,500, people can choose between a 
mother’s help and a car, for example. But young 
families with children are precisely the ones that now 
often cannot afford to enter the market. Against the 


average of 1.24 per cent of privileged households 
containing one or more resident servants (i.e. 157,000), 
the proportion of households of child-encumbered 
married people under 40 which had a whole-time 
servant was only 0.73 per cent—or not much more than 


half the average. 

The other type of household which needs full-time 
domestic service is of course that which contains either 
the elderly or the lone worker; and in the middle 
Classes it is now often the lone professional man who 
can afford to have one. This is reflected in the figures, 
for among those aged over 40, 5.4 per cent of widowed 
or divorced males, and bachelors, have servants, though 
only 2.4 per cent of spinsters and 1.3 per cent of 
. widows have resident servants. It is noteworthy that 
younger widowers and bachelors more frequently 
employ servants—4.4 per cent of the first and 3.5 per 
cent of the second. Clearly money, not need, deter- 
mines the pattern of employment of servants by the 
middle classes. 

So far, this article has been concerned only with 
whole-time, resident servants; but part-time non- 
resident service is in fact the main recourse of the 
modern middle classes. Figures for this less organised 
market are a little less detailed. An official household 
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survey suggests that about 6 per cent of all families (or 
900,000) probably have chars or daily helps, including 
between a third and a half of families with over £1,500 
a year. There is a big difference, however, between the 
char who drops in twice a week to do some rough clean- 
ing and the bustling daily help who comes in at 9 every 
weekday, cleans up, gives the children their lunch and 
tea, and departs at 4.30, leaving the supper ready to be 
cooked : the virtual equivalent of a resident maid. To 
judge from the sample survey, some 260,000 families 
had a char for no more than 4 hours a week ; 380,000 
foi 5 to 12 hours a week ; another 260,000 for over 12 
—more, that is, than two hours per, weekday. 

Even in the income bracket of £2,500 a year and 
over, according to the Ministry of Labour’s report on 
household expenditure in 1953-54, only an average of 
43s. 6d. a week was spent on outside domestic help 
(which includes nursery schooling) ; this is the equiva- 
lent, at current prices, of about 14 char-hours per 
week per family. Even at £2,500 a year, clearly many 
families do without domestic help. In all, calculating 
from the census, only the equivalent of 6 or 7 million 
char-hours per week was being purchased by the 15 
million households of the country in 1956; and this 
included obviously a substantial item for baby-sitting, 
as well as something for jobbing gardeners and sewing- 
ladies. 

While the number of people who can afford a resident 
help has declined, the number of those who ought to 
be able to afford some daily help for their wives has 
increased. There is every reason to think that at 3 
shillings per char-hour or more in London, the potential 
demand for char-hours is totally unsatisfied, even taking 
into account the enormous char-hour equivalent contri- 
buted nowadays by washing or washing-up machines, 
vacuum cleaners, electric irons, mixers and sewing 
machines, as well as the char-hours economy repre- 
sented by electric or gas fires, gas pokers, and oil or 
the new solid fuel boilers. There were in 1951 7.2 
million households with one or more children, and not 
one of these devices will blow a child’s nose, change a 
nappy, answer the doorbell or telephone, run out to 
the post, attend a sick-bed, or do the shopping. 
Despite the advances in household mechanisation, the 
Victorian housewife, with her battery of cheap, multi- 
purpose, self-propelled domestic machines, often had 
the better of it. Domestic service cannot—yet—be 
entirely mechanised ; how far the need for it remains, 
and the prospects that that need can be economically 
satisfied, will be discussed in a second article. 
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NOTES OF THE WEEK 


WAGES 


The Busmen’s Response 


ONDON TRANSPORT has accepted, without demur, but also 
without offering any additional increase, the industrial 
court’s recommendation that it should pay 8s. 6d. a week 
more to its 34,000 central London (“red bus”) crews, 
but keep unchanged the wages of its 14,000 “ green bus ” 
and maintenance staff. The question now is what the 
Transport and General Workers’ Union is going to do about 
this. Last week, the union leaders were secretly pleased 
with the size of the award for the central London workers ; 
but since it stood no chance of being accepted by the 
necessary two-thirds majority of militant garage delegates, 
they were bound to go through the motions of refusing it. 
This they did, saying that the terms of the award were 
discriminatory and would prejudice the chances of the pro- 
vincial busmen’s claim which Mr Cousins expects to put 
forward in the near future. Early next week a meeting is 
being held to decide on the union’s next step. 

Broadly, there are three courses of action open to the 
union. The first, and from their point of view the worst, 
would be for the delegates to call for immediate protest 
action in the form of a strike or ban on overtime. This 
course will no doubt be favoured by many of the dele- 
gates next week, but it is likely to find less favour with 
many of the men—particularly the three-quarters of them 
who would be asked to stop work just to get a rise for 
the other quarter. An immediate strike would therefore 
be very likely to fail. A ban on overtime would probably 
be less effective still, particularly as (see below) some over- 
time on London buses may be about to disappear anyway. 

The second, and mildest, possibility is that Mr Cousins, 
who has flown back from Greece specially for the meeting, 
may make a temporising announcement: that, say, last 
week’s award “ introduces new problems of differentials into 
the passenger transport industry which should be considered 
by a national conference of busmen.” He would thus free 
himself to re-open the case for London’s green bus men 


when he goes forward, in the normal way, with the now’ 


prejudiced provincial busmen’s claim; but he would in 
effect be contracting out of immediate battle. 


To Face a Showdown? 


HERE remains the third, and most militant, possibility. 

This week, the railwaymen’s claim has been argued 
before the Railway Staffs National Tribunal (with Sir John 
Forster, chairman of last week’s industrial court, again in the 
chair). It has become apparent that what the railwaymen 
are really arguing for is a rise to compensate them for the 
increase in the cost of living since their last award. Originally 
this was 4} per cent, approximately the same as the central 
busmen’s award ; but, almost as Mr Greene was getting to 
his feet to put his case, last month’s index was published— 
to record a 4 per cent drop, to bring the total rise to only 
4 per cent. It also seems apparent, however, that if Sir 


John Forster follows his own logic, as shown in the case 
of the green bus crews, he will have to join with the 
employers’ representative on the tribunal in recommending 
no award for the railwaymen. The question is whether the 
new leaders of the railway unions would then feel obliged 
to call a strike—and whether Mr Cousins, next week, may 
in effect bid his busmen to play for time in order to join 
forces with the railwaymen in any action they might take. 
If he does this, Mr Cousins would not necessarily try to 
mobilise the provincial busmen, whose pay claim would be 
barely three weeks old—and who have not got the reputa- 
tion of being one of his guards divisions in responding to 
any strike call. But a strike of railwaymen, London under- 
ground workers (who are mostly in the National Union of 
Railwaymen) and the London busmen would certainly hit 
the public and the Government hard. It would be the 
major showdown on the wages front, which has been so 
long forecast but also so long averted. 

Would it be a bad thing ? Possibly, if wage inflation 
is ever to be stopped, the showdown has got to be faced 
some time ; if it has to be faced, it is of desperate importance 
for the future standard of life in this country that the 
unions should lose it. The disadvantages of the battle 
taking place in this particular way would be the junction 
of union forces, and the fact that the ill-judged 44 per cent 
award to the central London busmen may have led some 
members of the public to think that it is only “ fair” that 
the other transport workers should get 43 per cent too. 
The advantages would be that the economy could more 
easily absorb even a total transport strike in present con- 
ditions of slack, and that three-quarters of the London bus- 
men would be likely to be discouraged by the feeling that 
they were fighting for other people’s beaux yeux. 

Different people, weighing these different factors, will 
come to different conclusions about whether the unions 
would win such a fight. The important immediate point, 
however, is what conclusions one man reaches in this 
exercise of estimation. All that is known of Mr Cousins 
suggests that the one thing which will influence him in 
deciding whether to call for the showdown will be whether 
he thinks that he would win it. He has the advantage that 
he can wait until the railway decision before he finally shows 
his hand ; it is not impossible that he might spend the inter- 
vening two to three weeks rumbling the vague suggestion— 
but not hard-and-fast commitment—that he is about to 
break out the flag of war. 


The Award that Partly Isn’t 


ITH all this excitement in prospect, sight may be lost 

\¢ of the internal consequences of last week’s award to 
the men who were actually given it. But those consequences 
are revealing. The announcement by the Minister of 
Transport, Mr Harold Watkinson, that the £1,000,000 cost 
of the industrial court’s award to central London busmen 
must not be met either by higher fares or a widening of the 
bus services’ deficit has put London Transport in a difficult 
position. If it is to live up to the Minister’s formula, it 
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seems to have no alternative but to get the £1,000,000 by 
cutting unprofitable services. Economically, there is plenty 
of room for that; many of London’s unprofitable bus 
schedules should have been discontinued long ago. But 
when an unprofitable bus is taken off the road, only a small 
part of the saving is in fuel and maintenance charges ; the 
greater part has to be a saving in the earnings of the crews. 
Either these can be got by running down the number of 
men employed, which would be the wise course but which 
London Transport is unlikely to adopt; or they can be 
got by so arranging the cut in schedules that the men 
have reduced scope for profitable overtime and rest-day 
earnings. In either case, the men’s £1,000,000 will be 
largely paid for by themselves, or rather will be taken out 
in extra leisure—which was not what they were asking for. 
Moreover, the incidence will be quite unfair. Some of the 
harder working men—often those with family responsibili- 
ties—have hitherto been earning £4 a week or more above 
basic rates by overtime working. Now they may be required 
to give a lot of that up, in order that 8s. 6d. more a week 
may go to men who have never taken on extra work. 

What, however—unless London Transport takes the bold 
step of running down surplus staff—is the alternative? The 
alternative is insidiously obvious: that the minister’s 
formula may not be fully achieved, that the economies 
planned on paper may never be made in practice. The 
present position is a familiar one: a pay award, followed by 
a promise that-it will be met by greater efficiency, and talk 
between the management and unions which in the end comes 
tc nothing. After several recent railway wage awards, it 
has been suggested that economies would be effected in rail- 
way staff, but they have not been. Both the railway and 
shipbuilding awards last year were linked to a promise to end 
restrictive practices, which has only de minimis been ful- 
filled. More recently, technical civil servants were told that 
increased wages would have to be met by reductions in 
staff ; but these reductions have so far been negligible. This 
is not to say that London Transport’s present efforts are 
bound to fail. But it is to say that its activities in the 
coming year will deserve to be closely watched. 


DISENGAGEMENT 


But, Eastward, Look... 


NE battleground where it is indisputably a good thing 
for the contestants to get as close as possible to the 
ves of each other’s eyes is the present discussion about 
disengagement. This week brings two additions to the 
array of booklets and essays levelled at each other across 
the lines of embattled debaters. In a pamphlet which per- 
forms a counter-battery action against Mr Denis Healey’s 
recent Fabian tract,* Mr Peregrine Worsthorne sets out the 
arguments of those who find more to alarm than to attract 
them in the idea of disengagement.t In the same direction 
comes an intercontinental rocket in the shape of an article 
by Dr Henry Kissinger, the American champion of the 
theory of graduated deterrents, who expresses similar fears 
in the April issue of Foreign Affairs. The war remains a 
decently civil one ; indeed, in both content and tone, the 
current debate is a model illustration of the virtues of 
letting things be argued out by an informed public opinion 
* A Neutral Belt in Europe ? By Denis Healey. The Fabian 
Society. 16 pages. 1s. 3d. 


+ Dare Democracy Disengage ? 


Ti By Peregrine Worsthorne. 
Conservative Political Centre. 


36 pages. Is. 6d. 
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rather than in a locked committee room of the Kremlin. 

Those who have been looking on disengagement with a 
sympathetic eye need not be discouraged by the shot and 
shell whistling about their ears this week. Mr Worsthorne’s 
and Dr Kissinger’s objections are basically the same. They 
believe that disengagement would not work, in the sense 
that the hopes which it raises of a gradual liberalisation in 
eastern Europe would be frustrated by the Soviet armies, 
poised like vultures just across the Russian border, whose 
re-entry into the zone of disengagement the West would 
have become too weak to prevent. 

Three things can be said in comment. First, disengage- 
ment does not necessarily mean so sweeping a withdrawal 
from central Europe that it would strip the West of its 
deterrent power or lead to an immediate and total evacua- 
tion of American forces across the Atlantic. It must be 
repeated that the only workable kind of disengagement is 
the kind that is enforceable by western forces patently 
strong enough—though based outside the centre of Europe 
—to discourage a new Soviet irruption westwards. 
Secondly, the critics’ argument is not so much a reason 
for rejecting disengagement as an argument in favour of 
pressing on to reinforce it with a measure of disarmament, 
so that the threat of Russia’s conventional armies can be 
cut down to size. Third, and most important, only a hope- 
lessly barren diplomacy will say simply that “ nothing can 
be done ” about eastern Europe. Ever since the events of 
1956 in Hungary and Poland, one of the West’s first tasks 
has been to search for measures that would encourage a 
process of liberalisation in the Soviet half of Europe. As 
Dr Kissinger quite rightly says, disengagement is a policy 
that calls for a certain amount of daring. But is it likely 
that west Europeans will rest content indefinitely with a 
policy which, in the name of caution, calls on them to rule 


out any chance of extending a degree of freedom to their 
neighbours in the east ? 


FRANCE 
Seven Days to Go 


HERE are occasions when the word confidence should 
L not be taken too literally. On Tuesday M. Gaillard’s 
government obtained a vote of confidence by 282 votes to 
196. The vote was ostensibly taken on the bill for con- 
stitutional reform which, even in its highly amended form, 
should somewhat strengthen the government’s hand and its 
powers of dissolution. But, as one deputy pointed out, the 
bill has to come back for a second reading. 

For some weeks now, deputies have been living in fear 
that, if they precipitate any prolonged crisis, General de 
Gaulle will in the end be called on to clear up the mess. 
The general’s silence has more impact on them than the 
eloquence of any minister. Last week’s extraordinafy 
march of rioting policemen on the Palais Bourbon was a 
fresh warning to them that the present position of parlia- 
mentary democracy in France is not impregnable. 

The fact that M. Gaillard’s coalition is held together only 
by external threats was clearly shown during the party 
meetings over the weekend, at which socialists and con- 
servatives spent most of the time vilifying one another. 
This may prove a crucial week for Franco-Tunisian rela- 
tions. M. Gaillard does not want to commit himself to 
any preconditions which would make a settlement prac- 
tically impossible. The conservatives, on the other hand, 
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What can be more acceptable than a 


cheque? For the younger people a 
e banking account of their own now 


would help them in the important 
years ahead. 






For help on every aspect of banking, 


r and for the up-to-date information you; 
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THE ROYAL BANK OF SCOTLAND 
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“Had a chat with my 
broker yesterday... 





















....and you can take it from me, there are no 
flies on old Murchison. ‘In uncertain times like 
these’ he said, ‘you must invest in safety. Look 
at Abbey National, for instance. They give youa 
good rate ofinterest plus all the security youcan 
require; and if you do want to withdraw, you can 
do so at convenient notice with the interest paid 
right up to date’. Sounds fair enough, doesn’t it? 
‘Well, Murchison’, I said, ‘it’s Abbey National 
for my money, all right’.”’ 





* * * 





The yield on Abbey National shares, being 3} per cent. 
per annum with income tax paid by the Society, is 


equivalent to £6.1.9d. per cent. when income tax is paid 
at the standard rate. With assets of £278,000,000, the a BBEY oa ATION a L 
Society has all the strength and solidity of a 

BUILDING SOCIETY 


Member of The Building Societies Association 






Branch and other offices throughout United Kingdom: see local directory for address of nearest office. 
ABBEY HOUSE - BAKER STREET -: LONDON N.W.1- Telephone: WELbeck 8282 
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Dictaphone Telecord is the answer! 


THE TELECORD SYSTEM gives any 
number of people the advantages 
of a personal secretary—with no 
increase in staff! ‘They simply share 
a centrally located Dictaphone 
Time-Master dictating machine. 


All you have to do is lift a phone, 
press a switch, and talk. Your words 
are recorded on a Dictabelt—exclu- 
sive, inexpensive recording medium 
of the Dictaphone ‘Time-Master— 
and are typed out with no fuss 
and bother. 


The Telecord set is simple—a 
telephone receiver with switches to 
give you complete control of every 
phase of dictation. 


‘The system is simplicity itself to 
operate, and allows everybody to 
have, in effect, a personal secretary. 
And very economically too. 


The Dictaphone Time-Master is 
the world’s most modern dictating 
machine. The Dictaphone Telecord 
System allows everybody to make 
full use of it. 
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DICTAPHONE 


TELECORD SYSTEM 


The words DICTAPHONE, TELECORD, TIME-MASTER, 
and DICTABELT are registered trade marks 


DICTAPHONE CO. LTD., 17-19 STRATFORD PLACE, LONDON W.1. SALES AND SERVICE IN 68 COUNTRIES 
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threaten to resign if the government does not make a public 
pledge that it will refuse neutral control of Tunisian airports 
and that it will stick to French sovereignty over Bizerta. 
They are insisting on this pledge because on March 29th 
parliament goes into recess for a month and M. Gaillard 
will have a freer hand. If M. Gaillard sticks to his position 
and still remains at the helm next weekend, the Anglo- 
American good offices may yet win through. 

In the meantime it is not easy to judge the mood of 
the country. The four recent by-elections—in Marseilles, 
the rural Niévre, the industrial north, and a district of Paris 
—do not fall into any single pattern on which conclusions 
can be based. One deduction, however, is obvious: the 
communists have gained everywhere, particularly in the 
industrial north. This is not surprising, since, according to 
the latest calculations, real wages have dropped five per 
cent over the last two years. The Algerian war and its 
economic consequences have effaced memories of the Hun- 
garian insurrection. Deputies of the centre have good reason 
therefore to feel hemmed in between the Gaullist menace 
to the right of them and the spectre of a popular front to 
the left. But anxiety, unfortunately, is seldom a sufficient 
spring for action. 


The Pen is Guilty 


- ON’T break the mirror if the mug is ugly” urges 

Gogol in his prolegue to “The Government 
Inspector.” Successive French governments, on the other 
hand, have come to the conclusion that, to render the reality 
of the Algerian war more attractive, it is enough to seize 
recalcitrant newspapers. “Intellectual masochists ”—the 
new euphemism for independent writers—must take the 
blame for all the reverses, and if unpleasant news items 
could only be prevented from appearing they would cer- 
tainly become un-facts. The spread of this custom of 
seizing newspapers is causing concern in France and abroad. 
The International Press Institute has joined in the chorus 
of protest. 

The French committee of the institute has published a 
statement which is no less disturbing for being measured in 
tone. After repeating the decision of its members not to 
write anything that might aggravate troubles in Algeria, the 
statement goes on to express its alarm over the reintroduc- 
tion of the principle that opinions are punishable, a prin- 
ciple rejected by all democratic countries. The committee 
felt bound to raise its voice from fear that such arbitrary 
action should become an accepted custom. 

Warnings are growing louder because the weapon of con- 
fiscation, hitherto reserved mainly for the Algerian editions, 
is now being used against French issues as well. The recent 
seizure of four Paris weeklies in one go was a striking 
illustration. The government has an easy task with the 
press. It impounds the undesirable issue under an anti- 
quated law and then shows no hurry to prosecute. The 
newspaper has no real redress. Even if it should finally win 
the case in court, it can only, as one editor pointed out, 
distribute the three-year-old copies free to its subscribers. 
But the cost of an edition entirely lost is prohibitive. Does 
the government really want to face the French press with 
the choice between docility and bankruptcy ? The ancien 
régime collapsed when it tried to refuse its rights 
to the Third Estate. In modern times, any tampering with 
the rights of the Fourth Estate is a sign that democracy 
in a country is in serious danger. 
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AGRICULTURE 


Full Marks for Mr Hare 


HE annual review of agricultural prices [Cmnd. 390] 
- appeared as The Economist goes to press this week. In 
making the cuts in bacon, eggs, milk and wheat, Mr Hare 
has taken the right action. He had first to consider the effect 
of cuts on the balance of supply and demand in the economy 
as a whole ; and secondly to discourage production of the 
more grossly over-produced items and to encourage efficient 
production of the more competitive and more in demand. 

Under the Agricultural Act of 1957 the Minister is 
statutorily barred from cutting prices by more than an 
average of 24 per cent, but he has taken to within £2 million, 
the maximum of £32 million that can come off the guar- 
antee-and-production-grant bill and, consequently, off the 
budget. There is a limit, too, to the cuts that can be made 
in respect of any one particular commodity ; here the 
maximum is 4 per cent. Within these narrow limits of 
manceuvre he has tackled the products in which the guaran- 
teed value and market value diverges most. Eggs are 
the most obvious example ; 37 per cent of the farmer’s 
receipts for eggs in 1957-58 consisted in subsidy. The cor- 
responding proportion for wheat is 29 per cent and for fat 
pigs 23 per cent. For milk, thanks to the two-tier price 
system by which the guaranteed price is payable only for a 
fixed quantity, the proportion of subsidy is very much 
lower—only just over 4 per cent ; but the torrential over- 
flow into the manufacturing market, with its disconcerting 
effect on the world trade in butter and cheese, made milk a 
strong candidate for a cut. If the maximum deduction were 
made for these four commodities, over £27 million out of 
the permissible total would have been accounted for ; by 
putting the whole of his cut on these items (and giving his 
only increase to fat cattle), Mr Hare has done almost all 
he should. 

There is, of course, a third standard by which the Price 
Review can be, and will be, judged ; the political standard. 
Any cut whatever in any commodity whatever is bound to 
seem outrageous to a farming community already aggrieved, 
demanding full recoupment for the increased costs of the 
last year, and moreover far from happy about the effect on 
the general level of rents of the new Agriculture Act. Here 
the standard is that of courage and a calculated willingness 
to be hung for a sheep rather than a lamb. Mr Hare has 
realised that what matters is not how Torrington votes next 
week under the immediate impact of policy but how the 
country as a whole votes, next year or the year after, on 
its fruition. . 


BY-ELECTIONS 


The Real Lesson of Kelvingrove 


HE result of the Kelvingrove by-election does not need 
- very complex political analysis. Everyone who fol- 
lowed the campaign on the spot is agreed that in the minds 
of the majority of voters the issues were simple: rents first, 
unemployment a poor second and the rest nowhere. Pace 
the young enthusiasts of Oxford, the H-bomb barely existed 
for the average Kelvingrove voter, as was shown very clearly 
in the tiny (587) poll of the ILP (pacifist) candidate. The 
main explanation of the 6,000 slump in the Tory vote 
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was almost certainly that a fairly large number of former 
Tories. were personally affected by the Rent Act and refused 
to vote for Mrs Elliot. Some of these missing 6,000 made 
up the 1,622 vote for the unofficial Liberal Home Ruler 
(who, however, still lost his deposit) ; some abstained ; and 
there was even some evidence of that rare phenomenon in 
current by-elections—a direct swing from Tory to Labour. 
The Labour vote was 1,756 down from 1955, but more 
than 3,000 slum dwellers (presumably Labour supporters) 
had left the constituency during the intervening three years. 

In a careful analysis after the election, the local Labour 
agent suggested, indeed, that there was a bigger swing and 
fewer abstentions than the low (60 per cent) poll suggested. 
Kelvingrove, he explained, is a constituency in which there 
are an extraordinary number of elderly people, and the 
register was probably only “80 per cent live” on polling 
day. How many people saw the social significance of this 
statement ? This is a constituency in central Glasgow (it 
includes Sauchiehall Street), with an extraordinarily high 
proportion of elderly people, and with the Rent Act the 
dominant issue. All these things are interrelated. In any 
other age it would be recognised as social nonsense that 
most of the people living round the main centre of work 
in Glasgow should be people who have themselves retired 
from work. The main reason why they have stayed in 
the great smoke, instead of moving out into suburbia or 
the country, is that they have enjoyed squatters’ rights 
under rent restriction. The facts of the Kelvingrove elec- 
tion—and the facts of the age structure of the population 
round the centre of other big towns—provide the best social 
case there is for rent de-restriction. But it is not surprising 
that the old people of Kelvingrove did not appreciate this. 


A Liberal Victory? 


ur special correspondent in Devon writes: The Tor- 
QO ington constituency covers a 600 square mile slice 
of north-west Devon. It runs.from just south of Barnstaple, 
takes in a stretch of coast, skirts Dartmoor at Okehampton 
and reaches down to within a few miles of Exeter. The 
local betting is that. next Thursday, this previously rock- 
solid Conservative seat may provide a political sensation 
by returning a Liberal to Parliament. A special News 
Chronicle Gallup poll, published on Wednesday, suggested 
that, among those voters who had by then made up their 
minds, about 40 per cent were inclined to support Mr 
Bonham Carter, compared with about 33 per cent for the 
Tory and 27 per cent for Labour. If this is indeed the 
pattern of voting, then, compared with the straight Tory- 
Labour fight in 1955, Mr Bonham Carter will have gathered 
support from almost exactly half of those who previously 
voted Tory and just under a quarter of those who pre- 
viously voted Labour. Between cup and lip, Mr Bonham 
Carter may have one main danger of slip: his organisa- 
tion, at least at the start of the campaign, looked like the 
worst of the three. In so widely scattered a constituency, 
personal contact and the sheer mechanics of rounding up 
the voters are bound to be important. 

By contrast Mr Royle, the Government candidate rather 
archly labelled “ National Liberal-Conservative,” has a 
first-class organisation behind him. He is personally attrac- 
tive, he has worked energetically in the constituency for two 
and a half years, and, even if there is a certain brashness 
about his approach, this may not be particularly irritating 
on a chance street corner acquaintance. Mr Royle has, in 
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fact, only one clear political disadvantage, but this is all- 
embracing—he has to defend a Government at the nadir of 
its popularity ; even in charming Devon, this is no easy 
matter. If Mr Royle is not facing farmers worried about 
their prices, he is having to run the gamut of workers who, 
in Bideford for instance, face nearly 6 per cent unemploy- 
ment. (The relatively sharp growth of unemployment in 
the south-west has been one of the less expected features 
of the 1958 recession.) 

The Labour candidate, Mr Lamb, is personally no match 
for his two opponents, but he is not quite so ineffective as 
some newspaper critics have made out: he is, for instance, 
much better than the successful Labour candidate at 
Kelvingrove, and his organisation, while not nearly up to 
the Tory’s, is above the Labour average for normally safe 
Tory seats. (The improvement of Labour organisation in 
the hitherto neglected south-west has been one of the lessons 
of the last few years’ local elections.) But Mr Lamb’s slim 
chances of winning have probably been made slimmer still 
by the public opinion polls showing Mr Bonham Carter in 
the lead, for this could encourage an important trend of 
which there are already signs—former Labour voters switch- 
ing to Liberal as the best hope (on present odds probably 
successful hope) of turning out the Tories. 


H-BOMB PATROLS 


Shot Down 


HEN the smoke cleared after Tuesday’s barrage of 
parliamentary questions and answers on flights over 

Britain by aircraft carrying nuclear bombs, one point stood 
out. The Prime Minister said categorically that 

There is no permanent or standing patrol. If I used 

those words at one time, I did not mean a permanent, 

standing, routine patrol, like a policeman on a beat. There 

is nothing of that kind. 
Several of the thirteen questions put by Opposition members 
had referred specifically to patrol flights ; and the ending 
of all such patrols was demanded in the statement issued 
jointly by the Labour Party and the TUC on March 6th. 
Mr Macmillan’s assurance that no patrolling is going on 
was, therefore decidedly enlightening, if somewhat belated. 
He made it clear that bombs are carried only on the train- 
ing exercises which the Government regards as essential. 
The Opposition, of course, has declared itself opposed to 
these training activities too. But a good part of the alarm 
lately voiced in Britain has arisen from the notion that 
aircraft carrying nuclear weapons are circling the skies 
above this crowded country without interruption—a notion 
which has now been shot down. 


GAZA STRIP 


Too Late for Palestine? 


RESIDENT NASSER, who has a taste for anniversaries, was 
P expected to celebrate one at Gaza last weekend. It 
is exactly a year since the Israelis left the strip, and prophets 
had whispered that he might declare a Palestinian republic 
there. Instead he made only a weak gesture ; perhaps he 
is not sufficiently sure of his strength in the refugee areas 
not under his control to claim the allegiance of Palestinians 
everywhere. He gave Gaza a legislative council dominated 
by Egyptians and Egyptian-appointed members, and an 
executive council appointed by the Egyptian minister of 
war. This is far short of the independent status which 


— 


— oo 2 fA FS Co 


— b> - kee = — OO 


~~ 


























THE ECONOMIST MARCH 22, 1958 


Get it there faster— 
and the 


market’s yours... 


AFRICARGO pays off 


Just think what rapid, reliable delivery means to customers 
in the fast-expanding Africa market. They don’t need to tie 
up capital in stock, they save on storage and insurance, don’t 
risk stocks becoming out-of-date—and can give their clients 
much more efficient service. 

So, naturally, they prefer to order from firms who ship by 
air—by Africargo for preference. For Africargo is the only 
all-cargo air service to Africa—so we can guarantee abso- 
lutely firm bookings, expert advice on cheap, effective pack- 
aging, specialist handling for your cargo. And our aircraft 
can carry cargoes whose bulk or tonnage would otherwise 
make air transport impracticable. 

Expensive? Not at all. Packaging is usually much cheaper 
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we 


; than with sea transport—often a dust-cover alone is quite M ’ 
enough. Insurance, too, is cheaper—because there’s much The Compl ete ans Store 
less risk of damage or pilfering. So fofal air freighting costs ; ‘ ; : 
compare very favourably with those of sea shipment. When buying a new suit, do you like to linger alone over your choice ? 


Or do you prefer to have an assistant at your elbow, ready and 
willing to help you with expert information and advice? Here at 











A few of the many firms who use Africargo Covent Garden you can do your shopping in your own way, and at 

Rank Precision Industries * Kodak Ltd. Vauxhall Motors Ltd. your owa pace — and you have at your command one of the cae 
lecti f ’s clothing in th . if not in the Id. 

5 E.M.I. Ltd. * The British Motor Corporation Limited ee 
c 
e Write to us for full particulars and specialist advice on your freighting problems MM i SS ie oO S 
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H 7 &co.rw 
; UNTING-CLAN OF COVENT GARDEN W.C.2 
' A F R / C A R G 0 S E R . / C E Nearest Station Leicester Square. Temple Bar 4477 
| ; 
h LONDON AIRPORT - SKYport 4111 - Cargo Unit: SKYport 6431 
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(which came out better than expected) 


Twelve years ago the National Health Service 
Act was passed. And there was a crisis in the 
photographic industry. The two were not 
connected, but the second might well have been 
disastrous to the first. 

Since the NHS began, radiography in this 
country has nearly doubled. In 1948-9 (the first 
year for which accurate nation-wide figures are 
available), 7,870,984 people were X-rayed in 
British hospitals. By 1956, the figure had 
increased to over 13,000,000. What these figures 
mean—in lives saved and suffering relieved— 
every doctor knows. 

Yet in 1946, Britain faced a crippling shortage 
of X-ray film. 

Up to that date, all the film base used over here 
had been imported—mostly from the dollar area. 
The base (cellulose triacetate to the chemist) is 
the most expensive ingredient, amounting to 
20 per cent. of the cost of each X-ray film. And 


FOR PHOTOGRAPHY 


what with our dollar shortage and America’s 
own needs increasing, the prognosis for our 
hospitals was gloomy. 

We stopped this dollar leak. Ilford Limited, 
in conjunction with BX Plastics Limited and 
encouraged by the Ministry of Health, set up a 
plant at Brantham, Essex, to make film base. We 
had little ‘know-how’, but we set out to acquire 
it—quickly. 

We had no subsidy, either. The capital cost 
of the plant was over £2,500,000—but in sterling. 
The saving in ‘hard’ currency, on X-ray film 
alone, has been something of the order of two 
million dollars a year. 

Today, we are the only British firm making 
X-ray film. Ilford X-ray material is being used 
all over the world. There is plenty for our own 
hospitals, and for industry. It doesn’t cost the 
country a dollar—contrariwise, it has begun 
to earn quite a few. 


RADIOGRAPHY * MICROFILMING * CINEMATOGRAPHY 
TELEVISION * PRESS * SCIENTIFIC » INDUSTRIAL 
AMATEUR & PROFESSIONAL PHOTOGRAPHY 
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he might have used to rally all dispersed Palestinians. 

What held him back ? Even within the narrow confines 
of the Gaza strip, he has to contend with a struggle between 
the indigenous land-owning families and the refugees. The 
Gaza families have a way of keeping on both sides of the 
fence, and the refugees have produced no real leaders. The 
former Mufti of Jerusalem can no longer be dusted down 
and brought forward as the leader of all Palestinians ; he 
is now heard from only when it-suits his Egyptian hosts. 
He has recently said that his “ All Palestine Government ” 
should be allowed to join the United Arab Republic, but 
too many refugees are aware of the complete ineffectiveness 
of that “ government,” which, it is said in Gaza, withdrew 
to a coffee-house in Heliopolis, near Cairo, immediately its 
founding speeches had been made in 1948. The only linger- 
ing evidence of its existence is its passports, issued by the 
Egyptian authorities to any Palestinian, and valid only in 
Egypt and Saudi Arabia. 

There may be another reason for hesitation over pro- 
claiming a Palestinian state. All refugees of real compe- 
tence have by now scattered far and wide, from Libya to 
the Persian Gulf sheikhdoms, where they have made new 
homes and new lives. They do not, on the whole, any 
longer expect to go back to Palestine. They simply like 
from time to time to recall that there are Arab families in 
North Africa who have kept the keys to their houses in 
Spain for hundreds of years. 

President Nasser may, of course, be saving the procla- 
mation of a Palestinian state until he feels his citizens need 
another celebration. Outside Gaza, he can hope to gain 
support for a Palestine government only among the refugees 
in Jordan, where his agents are said to be hard at work. 
Until now, Jordan has been able to do very little for these 
refugees ; but the new federation of Iraq and Jordan has 
more to offer them. If Iraq can cope with them simply by 
allowing them to be absorbed, without a publicised plan, 
without compulsion, and without foreign aid, any appeal to 
them to join a back-to-Palestine movement will fail. Iraq 
has only to offer them jobs, and the buses on the road to 
Baghdad will be crowded. What remains to be’ seen is 
whether it can make the best use of its opportunity before 
President Nasser stirs up the refugees by making promises 
which he would find hard to keep. 


SOVIET BLOCK 


Birth of a Journal 


N air of mystery surrounds the brief announcement in 
Pravda last week that a new international communist 
monthly magazine is to be started. The decision was taken 
at a meeting in Prague, in response, it is said, to the desire 
for a successor to the Cominform journal that was expressed 
at the mammoth communist gathering in Moscow last 
November. But Pravda does not divulge which communist 
parties were represented in Prague ; it merely says, in an 
uncharacteristically ingratiating way, that those not repre- 
sented would be able to associate themselves with the 
periodical “‘ with equal rights ” or participate in it “ in any 
other manner which would suit them.” 

The muted and diffident announcement of this new ven- 
ture is probably due to divisions within the communist 
world over its nature and aims. For some time discreet 
hints have been dropped, notably by east German, Czech, 
Hungarian and French communists, that a revival of the 
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Cominform itself might be-a good thing. But the Poles, 
the Italians and the Jugoslavs have disapproved strongly ; 
in Moscow, last November, they also stood out against the 
proposal for a new communist journal. Determined to 
travel their own “roads to socialism,” they presumably 
feared that it would be too exact a replica of the old 
Cominform journal ; For a Lasting Peace, for a People’s 
Democracy (will its successor have a snappier title ?), pub- 
lished in nineteen languages and distributed, it was said, 
in sixty countries, handed out instructions and guidance to 
communist parties both inside and outside the Soviet block. 
According to reports from Warsaw, the Poles and the 
Italians (but not the Jugoslavs) have now been persuaded 
to co-operate in the new journal on the understanding that 
it is only to be, in Pravda’s words, a “ theoretical and infor- 
mational” magazine. The Russians evidently hope that 
even a magazine innocuous enough to win the Poles’ accep- 
tance, and flexible enough, it seems, to accept occasional 
contributions from non-founder members, will still do a 
useful job of rooting out revisionist tendencies and papering 
over the cracks in communism’s ideological facade. But 
the editors may have to be pretty adroit if what is designed 
as an instrument for greater unity does not end by accentu- 
ating the divisions within the communist movement. 


TRIBUNALS BILL 


Crichel Downs for Ever? 


Tt: Government is in danger of missing the main point 
in its approach to the Franks reforms ; and, as the 
Opposition will never recognise that the point exists, the 
struggle for individual freedom against bureaucracy is going 
to need some new outside ginger put into it. In its Tribunals 
and Inquiries Bill, published last week and shortly to be 
considered by the House of Lords, the Government seems 
to be concerned merely with what might be called legal 
tidying-up ; since all the untidiness in this field has hitherto 
operated against the individual and in favour of authority, 
the bias of the bill is, of course, libertarian. The individual 
will have a general right to appeal from a tribunal to a 
court on a point of law, formal inquiries are to be conducted 
under less blatantly Pooh Bah procedures, and so on. 

So far as they go, these reforms are welcome. But they 
go about as far as a centipede’s footstep. What the private 
citizen requires is not legal tidying up ; what he requires is 
the creation of a sounding board, into which he can shout 
if any public servant anywhere takes a decision which 
offends against what the ordinary man would regard as 
natural justice. The public interest is not the same thing as 
the public service’s convenience ; and we, the people, want 
to be able to put the fear of God—and of publicity—into 
any public servant who acts as if it is. With so many 
administrative and planning decisions being taken nowadays, 
parliamentary question time is not a sufficient safety net— 
particularly as many MPs are regarded as belonging to 
“them” not “us” in this matter. 

It had been hoped that the new council of tribunals, 
which the bill sets up, would fulfil some of this function 
as a sounding board, as a custodian of the custodians. The 
council is indeed to keep the constitution and working of 
the formal administrative tribunals under review, ‘but it -is 
not in these formal tribunals that most natural injustice is 


. done. Formal—and informal—administrative inquiries are 


a much greater menace. But in its overseeing of admini- 
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strative inquiries the council is to have considerably less 
power than the Franks committee had recommended ; its 
scrutiny is blandly limited to matters referred to it by the 
Lord Chancellor or the Scottish Office. Over informal civil 
service inquiries—as in the Crichel Down affair—the 
council will, so far as the outsider can see, have no powers 
of scrutiny at all. Even for the formal administrative 
tribunals, it is not to have the duty of appointing members 
as the Franks committee recommended. . The bill is so 
complicated that there is a danger that Parliament will 
pass it through on the nod; but it is a fundamentally 
insufficient measure, which needs to be either withdrawn 
or drastically re-written in committee. 


JUGOSLAVIA 


Marshal Tito’s Spring-Cleaning 


T meetings all over Jugoslavia an admonitory letter from 
the communist central committee has sparked off a 
grand inquest into the “serious negative manifestations ” 
that have been appearing in the management of the country’s 
affairs. It appears that the success of the experiment of 
decentralising the economy, to which the Jugoslav com- 
munists attach great importance, is jeopardised by the ten- 
dency of local bosses to kick up their heels once they have 
shuffled off Belgrade’s leading-strings. Similar complaints 
have been heard before: they are the growing pains of the 
Jugoslav experiment, but not necessarily portents of its 
failure. To some extent they justify Mr Djilas’s strictures 
about the “ new class,” and his prophecy that decentralisa- 
tion will enrich not the workers but the bureaucrats. 

Yet the Jugoslav leaders are clearly making a determined 
effort to cut the local bosses and the ostentatious technocrats 
down to size. They are stimulated, no doubt, by rumbles. 
of discontent among the workers: by tomorrow’s federal 
elections which are intended to give the people the illusion 
if not the substance of power; and, above all, by next 
month’s party congress at which the real machinery of 
power will be overhauled. 

The congress will be the first since the sixth congress 
in November, 1952, when Marshal Tito announced that in 
future the party must endeavour to lead the country by 
persuasion rather than by intimidation. This novel idea 
has not developed into a tendency to let the party wither 
away (as some Jugoslav theoreticians have said it eventually 
will), but it has helped to upset the morale of many party 
members who are reproached for their opportunism, lax 
discipline, irresponsibility and neglect of party work. This 
is a serious matter for the party leaders in Belgrade, who 
can only continue the process of relaxing central state con- 
trol if the party provides a firm foundation of power for 
their regime throughout the country. There will no doubt 
be some plain speaking at the congress, but its lengthy 
programme, published last week, does not seem to provide 
any new solutions for the paradoxes of Titoism. 


SOUTH AFRICA 


Election Tactics 


HE stakes in the South African election are small ; the 
T campaign that began last week is concerned only with 
the wresting of marginal points by one party from the other, 
But the moral importance of small gains is not inconsider- 
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able. It is almost inconceivable that the United Party 
should win ; but it is not unimportant that it should gain 
a larger proportion of the total poll, and thus be able to 
claim that even more than in the previous parliament it 
represents the majority of white voters even though it can 
only win a minority of the seats. The nationalists, with no 
very convincing defence of their juggling of boundaries and 
sizes of constituency, are the more anxious to win an extra 
seat or two, in order to be able to claim that they are 
returned with a stronger mandate for their post-Tomlinson 
policy of segregation “ wherever practicable and desirable ” : 
they will lose face if the loss of both votes and seats shows 
that their old supporters are suffering from doubt—and 
that, in the great battle in the schools for the allegiance of 
the rising generation, Afrikanerdom is not bringing in the 
electoral bacon. 


The policies which the parties are placing before the 
electorate are, therefore, less important than electoral tactics. 
The United Party must as usual protest that it will uphold 
segregation and white supremacy, while reversing the fatal 
policy of driving the majority of black and Coloured helots 
to desperation ; the Nationalists must pitch their ideal of 
a republic well in the future, lest a sharp, if small, electoral 
setback should seem a rebuff to their cherished long-term 
policy. In terms of policy, indeed, the Nationalists are’ on 
the defensive ; but tactically they have the initiative so far. 
The decision to give Dr Verwoerd power to ban the African 
National Congress in the reserves is designed to bring the 
racial problem successfully back into the centre of the 
arena. If the Congress reacts by calling strikes and demon- 
strations in the towns under the white electors’ noses it 
will have risen to the occasion in a manner deserving well 
of Dr Verwoerd. A little African obstreperousness is the 
Nationalists’ unfailing answer to the United Party argument 
that “ you are driving them too far ” ; it would be optimistic 
to expect the average white South African, obsessed by the 
growing crime wave and drenched in propaganda, coolly 
to see through it. Yet there are indications that some will 
not be diverted from their dissatisfaction with the present 
government on other counts. 


DEFENCE 


Mr Sandys Mends Some Fences 


R SANDYS’S current visits to Rome and Bonn are a 
welcome demonstration of awareness that Britain’s 
defence partnership with Europe badly needs repair. For 
a long time he seemed to turn a pretty blind eye to the 
division between Britain and the continental members of 
Nato which, quite plainly to other onlookers, followed the 
publication of his first defence white paper in 1956 and 
its results. The reductions in Rhine army have annoyed 
the continental allies. Britain’s private sharing of secrets 
with the United States has inevitably meant a. certain 
estrangement from them. The recent arms agreement 
between France, west Germany and Italy was a disquieting 
sign that in defence, as in politics, some of the continental 
nations are in reaction, developing an inner partnership 
which excludes the Anglo-Saxon powers. A personal effort 
by Mr Sandys to strengthen the fraying ties between his 
ministry and its counterparts was badly needed. 
The trip to Bonn, however, may not do much to revive 





‘flagging German orders for arms in Britain. Herr Strauss 
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HOW TO REACH THE HIGHER-UPS 


B.O.A.C.’s Managing Director, Basil Smallpeice, 
reaches higher-ups on a world-wide scale through 
aggressive international advertising. And it’s 

no coincidence that B.O.A.C. (like so many other 
leading airlines) regularly uses the advertising pages 
of Time, The Weekly Newsmagazine. 


MR. BASIL SMALLPEICE CALLS IN ON THE MOVEMENT CONTROL ROOM—WHERE EVERY B.O.A.C. PLANE IN THE AIR IS CHARTED 
3 ‘ xe serouppeaaet: seesease ey penne 
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Few tobaccos are as good as 
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has just returned from a trip to the United States. His 
experiences confirmed the simple economic fact that the 
scale and variety of America’s production and its willing- 
ness to provide financial and technical aid make it the most 
economic supplier of most sorts of arms for Germany. In 
a press conference after his return, Herr Strauss did men- 
tion one European: aircraft as being of interest to the Luft- 
waffe—the French “ Mirage.” But the French, too, may 
well be disappointed at the scale of actual German orders. 


America. has now offered the medium-range “ Matador ” 
missiles to the Bundeswehr for training purposes. They 
would have conventional warheads; Herr Strauss em- 
phasised that any decision on the arming of German forces 
with atomic weapons would have to be taken by Nato. The 
cost of the missiles, however, implies an atomic warhead if 
the weapon is to be used in war ; and the German opposition 
fairly argues that the coming of the Matador would 
prejudice any discussions on nuclear disengagement in 
Central Europe. The Matador overshadows the debate in 


the Bundestag on foreign policy which is taking place this 
week. 


OVERTIME 


Towards a Shorter Week? 


N face of the employers’ rejection of their claim for a 
40-hour week, the Confederation of Shipbuilding and 
Engineering Unions decided last week to seek a more 
gradual reduction in working hours for the three million 
workers it represents. The original claim received little 
sympathy from employers, who saw it merely as a bare-faced 
attempt by which the unions hoped to get round the year’s 
wage standstill that they had agreed to last May: the workers 
were not going to get a general rise, but just a rise for the 
last few hours they worked, which would amount to the 
same thing. But the implications of the present and more 
moderate claim, made at a time when small pockets of 
unemployment are beginning to appear in engineering as 
elsewhere, are interesting. 

Although nobody can confidently forecast what will be 
the outlook on the wages front when this year’s engineering 
bargaining begins in May, it is at least possible that the 
1958 pattern will be for employers to look around for some 
concessions, but not on the 1957 scale. If the American 
recession deepens, there may be a growing feeling among 
employers that to shorten the working week this summer 
would not immediately be too costly. Where it would be 
costly, however, would be when industrial expansion starts 
again. In Britain, as opposed to Germany, all theoretical 
reductions in hours during the postwar boom have been 
taken out in more hours worked at overtime rates ; this has 
led to a growing margin of high cost output which is one 
of the banes of British industry. Many employers have 
already found that the slight fall in activity in the last few 
months has led to a disproportionate fall in wage costs 
per unit of output ; when re-expansion starts, there will 
presumably be a disproportionate rise in those costs. 
(Overhead costs, of course, move the opposite way.) 


Would one possible way out of this dilemma be to effect 
a gentler graduation of overtime rates: only time and a 
fifth for the first half hour, time and two-fifths for the 
second half hour and so on ? That might lessen the workers’ 
present incentive to spin a job out from normal working 
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time to overtime. Obviously such a graduation could only 
be brought into effect at a time when the obligatory 
“ working week ” was being reduced, so that its introduction 
would bring the workers rather more money, not less. The 
confederation’s claim last week seems to make this an 
appropriate moment to proffer this suggestion. 


EDUCATION 


93d from each Pound 


HE Chancellor of the Exchequer will have to find just 
T over £24 million more for education in 1958-59, and 
local authorities. about £194 million more out of rates. The 
total bill for education, both central and local, will rise, 
according to the education estimates issued this week, by 
nearly 8 per cent: from £569.5 million in last year’s 
estimates to £613.2 million in this year’s: (These figures 
exclude universities and Scottish education, which amount 
to another £49 million and £53 million respectively.) 

This is an increase of over 40 per cent -in four 
years. It is, moreover, only the beginning of a further 
period of increase, since this year the “ bulge” of wartime 
births is entering the secondary system; as the memo- 
randum accompanying the estimates shows, the average 
cost of educating a secondary school pupil per year is-more 
than half as much again as that of educating a primary 
school pupil—{£78 a year in 1958-59 as against £49. The 
children who did the 11-plus this year, moreover, will pro- 


EDUCATION COSTS 
(£ million) 


1948-49 1957-58 1958-59 





Estimates 
Expenditure by LEAs from Ministry 
of Education grants and rates :-— 
Ge GUI Gi cc ceccdscccecs 77-4 178-0 181-3 
Secondary schools .............. 53-9 150-0 165-6 
eee 2-6 9-2 10-2 
Further education .............. 11-4 39-1 44:2 
Meals, milk, health....... 28-6 62-0 64-1 
Oy Gna ccdcccccas 7-0 38-1 47-0 
PIN 6h. kc dsccnancous 6-6 23-0 27-6 
Other expenditure* 30-6 50-3 54-6 
Direct expenditure by Ministry of 
Education :— 
PORE OUND ai odds ccdecccccsece 27-6 19-8 18-6 


Pees ceeendeeeadencdscedses 245-7 569-5 613-2 


* Administration, teachers’ training, inspection, etc. 


bably stay longer at school ; and, in addition to the raising 
of the leaving age, other educational improvements, includ- 
ing the expansion of the universities, are on the way. It 
looks as if the educational bill will be—as it ought to be— 
a steadily rising proportion of the national income in years 
ahead. In 1958-59 it will be nearly four per cent of gross 
national product, or ninepence ha’penny from each pound. 


Only a proportion of the increased cost, of course, repre- 
sents a growth or improvement in the educational service. 
The cost of teachers’ salaries, for example, which accounts 
for nearly half of the total cost of education, is expected to 
rise by £12 million between 1957-58 and 1958-59, but of 
this, £5.4 million is due to higher pay and prices, while 
£6.6 million is for more teachers. The departure of the 
bulge from the primary system should lead to smaller classes 
and better teaching, not to proportionate economies ; its 


arrival in the secondary system will require more teachers 
and classrooms. 
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Sallies and Allies 


RITAIN and America have not been as alarmed as some 
Pakistanis hoped by Malik Firoz Khan Noon’s speech 
on the eve of the Seato meeting in Manila. Some of the 
prime minister’s wilder remarks can doubtless be ascribed 
simply to the fact that he was replying to a parliamentary 
debate on Kashmir, and was understandably anxious to 
rebut charges of failure to secure his country’s national 
aspirations. Allies are obvious Aunt Sallies on such occa- 
sions, as witness the anti-American diatribes in Britain after 
Suez. But it seems that Mr Noon really believed that 
Pakistan’s allies could be made to feel guilty about 
Kashmir, and could be frightened by his threat to 
turn to Russia. 

The actual effects of his speech have been as different 
as they were predictable. Moscow is naturally delighted. 
The India press has hailed, with a suicidal exultation worthy 
of the Gadarene swine, this confirmation of its belief that 
Pakistan’s only reason for joining the Baghdad and Manila 
alliances was to improve its chances of breaking India’s hold 
on Kashmir. In the West, similar suspicions have been 
exacerbated. Inevitably, it is recalled how Mr Noon 
declared in 1946 that the Indian Muslims would turn to 
Russia if Britain would not give them Pakistan ; and it is 
asked, just as inevitably, what sort of partner in joint defence 
against the communist threat is this ? 
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THE LIMITS OF FORBEARANCE 


We entirely acquiesce in the doctrine that powerful 
q States in dealing with feeble ones ought to push 

generosity and forbearance to the utmost limits com- 
patible with dignity and justice. Strength owes a certain 
respect to weakness, so long at least as weakness is decent 
in behaviour and not arrogant in language. Nay, more; 
we fully admit that great nations may in some cases 
tolerate incivilities from small ones, which prudence and 
self-respect would forbid them to pass over in the case 
of equals. But there are bounds where this magnanimous 
endurance degenerates into maudlin and unworthy tender- 
ness, and where forbearance towards foreign Sovereigns 
becomes injustice to our own people. Impertinence may 
be put up with and forgiven—wrong, never. And when 
a Government, which has long been the disgrace of Europe 
and the opprobrium even of despotic rulers, at last by 
some flagrant misbehaviour puts itself in the power of the 
civilised and the free; when a Government which, by 
perpetrating its iniquities under cover of the law of nations, 
has hitherto defied interference, at last in the insanity of 
its presumption violates that law and so brings itself 
within the reach of punishment and vengeance; ... then 
surely it would be weak and culpable not to seize the 
golden opportunity, and exact the severest retribution 
which equity and precedent will permit. The King of 
Naples, who has so long sinned within the law, has at 
length, in the case of the English engineers seized on board 
the Cagliari, gone beyond the Jaw, and laid himself open to 
the heaviest penalties which it may please us to inflict. 
Happily, too, it is a case in which the facts are undisputed 
and the law notorious and clear. 
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There is naught for India’s comfort in this fresh reminder 
of the poisonous effect of the Kashmir problem on Pakistani 
politics. India’s most essential interest is a friendly and 
stable Pakistan. It cannot secure that goal as long as it 
denies the Kashmiris self-determination and plays with 
Sheikh Abdullah the losing game that Britain used to play 
with Gandhi. But at present it is evidently Pakistan that 
most urgently needs to see its own way clearly. Do 
Pakistanis really regard their allies, and their fellow members 
of the Commonwealth, as being bound to side wholly with 
them over Kashmir, instead of judging the problem on its 
merits? (Do they, incidentally, see that this ill-founded 
reasoning would oblige Pakistan to side with its Seato ally, 
France, over Algeria ?) If so, it is high time they faced up 
to two facts: first, that no such obligations are involved 
either in Commonwealth membership or in membership of 
defensive alliances ; second, that they are free whenever 
they please to throw away their membership of free associa- 
tions of states which they, like others, entered voluntarily. 


OFFICE DISPERSAL 


Evacuation to the Clerks 


EITHER the efforts of the London County Council to 

inveigle offices out of central London nor the eager 
efforts of the new towns to attract them have borne much 
fruit. Industry has gone where the workers can be housed ; 
but commercial firms have not chased out to where the 
They have cited all the possible 
losses in prestige and efficiency that might ensue. Yet a 
most convincing case for this evacuation to the clerks was 
made at the Housing Centre last week by the very people 
who have firsthand experience—firms that have already 
evacuated office staffs to Hemel Hempstead, Weybridge, 
Dorking, Reigate, Caterham and Surbiton. The initiative 
for the conference came from the managing director of a 
ventilation company, which moved its offices to Surbiton 
during the war. He had recruited in support representa- 
tives of more than half-a-dozen firms, who had also moved 
and had similar experiences—two insurance offices, a con- 
tracting organisation, the office departments of a large 
canning concern, and so on. To complete the picture, 
evidence was also given by two firms that wished to return 
to London. 

The unanimity of most of the firms on the advantages of 
evacuation was impressive: lower office rents, better condi- 
tions of work, shorter travel, better health and timekeeping 
—and, above all, easier recruitment with even a waiting list 
of applicants and a wider choice of better qualified clerical 
staff. Most firms kept a prestige address in London. 
Some had evacuated only departments with routine work ; 
others were more thoroughgoing. Some disadvantages were 
admitted: more travelling by executives during instead of 
outside office hours, more files, more difficulty in training 
junior executive staff. But these were considered much 
less significant than the advantages. The two dissident 
firms admitted that if their original choice of office on 
evacuation had been more fortunate they might have wished 
to stay. One of them—a firm of consulting engineers— 
wished to be near to possible clients. But these particular 
arguments do not invalidate the general case that, given the 
right kind of office organisation and a suitable location, 
many offices can make the move with benefit. 





























THE ECONOMIST MARCH 22, 1958 


TAPE IT 
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to meet the pace of modern business, it has all the 
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spool of tape. It has instantaneous playback, automatic 
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LETTERS 


The Bus Dispute 


Sir—Since the beginning of this year 
The Economist’s comments on the pro- 
gress of the London busmen’s claim for 
an increase in wages have repeated two 
particular contentions: first, that London 
Transport “may be more willing to be 
jostled into making some wage increase 
than other nationalised employers,” 
whereas they should have said, in 
advance of negotiation, that they re- 
jected the claim, and later that they 
would not accept the Industria] Court’s 
award ; second, that they should drop 
their “nonsense economics,” with a 
“ superfluity of buses ” running at a loss, 
and should run only those buses which 
are profitable. 

The Executive have not thought it 
right to enter into controversy while the 
claim was under negotiation or before 
the Court, but now that the award has 
been published, your readers are entitled 
to another point of view. 

As to the first criticism, opinions as to 
how a case ought to be handled will 
differ, but the progress of the negotiations 
and the hearing before the Industrial 
Court are on the record in the daily 
press. The fact is that at no time since 
the claim was made Jast October has 
London Transport made any offer at all. 
To have rejected negotiations or to have 
stated in advance that the award of the 
Industrial Court would not be accepted 
appears to the Executive to be provoca- 
tive, and even irresponsible. 

On the second criticism there is no 
room for difference of opinion, because 
here The Economist seems, for once, to 
be disregarding facts. The basic fact 
here is that Parliament has laid an 
obligation on London _ Transport 
(through the British Transport Com- 
mission) by statute “to provide or 
secure the provision of an adequate 
and properly co-ordinated system of 
passenger transport for the London 
passenger transport area, due regard 
being had to efficiency, economy, and 
safety of operation and to the needs of 
the public, agriculture, commerce, and 
industry.” (Transport Act, 1953, section 
25.) Parliament did not define “ ade- 
quacy ” ; it is left to London Transport. 
Let me say that far from being what 
you cal] “something very cosy,” it is 
the exact reverse. Patterns of travel alter 
as factories and offices are moved and 
new houses and towns are built, and the 
schedules must take account of all this, 
based on long operating experience and 
commercial judgment. 

The problem of putting on the right 
service exists not because London Trans- 
port “regards” it as an obligation (to 
use your word), but because the obliga- 
tion is statutory: it means that public 
iransport must be provided, so far as is 
practicable, on a basis which is, overall, 
economical and efficient, at the times 
and places where most people need to 


use its and this means provision for 
peak-hour business and industrial traffic 
which taken by themselves are often 
most unprofitable. It is not the half- 
empty bus in slack hours that loses 
money—marginally it is earning some ; 
it is the heavily-loaded bus that gets in 
only one journey in the morning and 
one in the evening that is unprofitable. 

As a whole, the “ red ” London buses 
operate at a surplus, not a deficit, and 
the surplus is used, as it has been since 
th: statutory “Common Fund” of the 
Underground Group of Companies 
began in 1915, to offset the unavoidable 
deficit on the operation of the Under- 
ground railways: There would be no 
tubes in London without it; and no 
road transport system could by itself 
carry the great load. 

The obligation imposed on London 
Transport to provide adequate services 
was thoroughly thrashed out by the 
Chambers Committee of Inquiry, which 
reported in 1955. They reported that 
London Transport’s decisions about pro- 
vision of unremunerative services were 
reasonable ; and they specially dealt with 
the suggestion that The Economist has 
been pressing in the last few weeks as 
a cure for the whole difficulty. The 
Report says (paragraph 403): “The 
sight of partly filled buses in central 
London during the off-peak periods 
between the morning and evening rush 
periods is not necessarily (as is com- 
monly supposed) a sign of inefficiency. 
As those buses and crews have to be 
provided for the morning and evening 
peak periods it is more profitable to 
employ them for the relatively light off- 
peak traffics than to keep them idle.” 
That is the answer to your question of 
January 11th about cutting the number 
of daytime buses by half; it would 
barely save any expenditure beyond the 
cost of fuel and tyres, and it would throw 
away revenue. It would also cause a 
lot of people to abandon public transport 
altogether.—Yours faithfully, 

London Transport R. M. RogpBins 


The Free Trade Area 


Sir—If the French demand for a share 
in the benefits of imperial preference is 
simply regarded as part of a deal between 
Britain and the other potential members 
of a European free trade area, it is 
undoubtedly open to Mr Hay’s objection 
that the Commonwealth countries are 
independent in their trade policies and 
need not accept such a bargain. But this 
does mean that the idea of a broad 
preference area including most of Europe 
and those parts of the Commonwealth 
willing to participate in such a scheme 
is either undesirable or unworkable. At 
the Gatt meeting last October, a 
number of Commonwealth countries 
plainly showed their alarm at the pro- 
spective effects of the common market 
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treaty on their export trade, while the 
common market countries did not hold 
out any hope of effective relief. A scheme 
which would ensure Commonwealth 
countries of a share in the European 
market on terms equal to those of the 
associated overseas territories would 
surely be of interest to aJl or some of 
them—particularly in view of the fact 
that the essential quid pro quo in the 
form of a partial extension of imperial 
preference would be supplied not by 
them but by British industry. 

Before rejecting such an arrangement 
out of hand, would it not be wise to 
face the fact that occasional rumblings 
about the serious consequences of a 
breakdown in the free trade area 
negotiations will not do the trick and 
that concessions of real substance will 
be required, if this result is to be pre- 
vented ? It would be a mistake to think 
that French opposition can be overcome 
by public relations experts. France went 
into the common market with the 
greatest misgivings and insisted at every 
step on special treatment and more or 
less valuable consideration. In particu- 
lar, it was plainly and justly afraid of 
German industrial superiority and for 
this reason the German government 
showed itself most patient and con- 
ciliatory, because it was fully aware of 
the tremendous long-term benefits of the 
scheme for Germany. In opposing the 
British free trade area plan, France 
is motivated by the genuine fear that it 
would be dominated by Germany and 
Britain—and, perhaps, by second 
thoughts about the common market 
treaty itself. The proposal to broaden 
the area of co-operation by giving the 
European member countries of the 
“Free Trade” Area some share in 
imperia] preference in exchange for 
Commonwealth exports on preferential 
terms would have a number of intrinsic 
advantages, apart from being a device 
for breaking a deadlock which can only 
do harm to Britain and to Europe as a 
whole. 

Such a proposal would, of course, be 
incompatible with Gatt—but surely 
the same applies to the common market, 
the British plan for an industrial free 
trade area and most other worth-while 
schemes of international economic co- 
operation ?—Yours faithfully, 

Thames Ditton E. STRAUSS 


The Universities 


SirR—Your article on the type of educa- 
tion that should be provided by the 
universities for a high proportion of 
the additional 50,000 undergraduates 
whom they will accommodate in 1970 is 
most timely. For some years past I have 
been interested in the comments made 
by industrial leaders on the virtues and 
failings of the men and women whom 
industry recruits from the universities 
and from the public schools and the 
grammar schools and, as the headmaster 
of a school that sends about half of its 
boys 10 universities, I have watched 
with concern a_ serious educational 
problem developing. 

In order 10 qualify for admission to a 
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university many boys in public and 
grammar schools are compelled to select 
their sixth form course and embark upon 
a restricted course of specialised study a 
year before they are really mature 
enough to do so. This early specialisa- 
tion, combined with the present method 
of university selection which is based 
primarily on high marks in two or three 
closely related advanced level subjects 
(or on high marks in a scholarship or 
some other form of competitive entrance 
examination on a similar curriculum), 
has forced the schools to follow a cur- 
riculum which is becoming increasingly 
suspect by those who are concerned with 
the direct entry of schoolboys to indus- 
try and commerce. This criticism is no 
doubt partly prompted by the educa- 
tional deficiencies of many of the 
graduates with low-class honours degrees 
entering industry and commerce, who 
would have been better prepared by 
following a broader curriculum at the 
university. If the universities will accept 
the views put forward in your article, 
it may help to relieve the present tension 
in our sixth forms and to establish a 
satisfactory compromise between the 
demands of university entrance require- 
ments and the real educational needs of 
boys in their last two or three years at 
school. One sometimes feels that those 
in industry have a better understanding 
of these deeper needs than those con- 
cerned with university selection. I hope 
that my many good friends in the 
university on whose doorstep I have 
lived for so long will not regard this as 
an unkind parting shot, but I write be- 
cause I know that my feelings are shared 
by a good many other headmasters.— 
Yours faithfully, W. G. HUMPHREY 
Leys School, Cambridge 


* 


Sir—Your article on university expan- 
sion invites two comments. Firstly, the 
need for reform is much less than the 
figures of prospective expansion might 
imply: although few applicants “of 
academic quality” seem now to be 
refused entrance to any university, the 
increase in the school population and 
greater success in getting promising 
pupils into the sixth form could still pro- 
vide many more. 

Secondly, an advocate of more pass 
degrees ought surely not to forget all 
about the Scottish universities, which 
are not simply Redbricks founded, by 
some historical fluke, four hundred years 
early, but have their own, more demo- 
cratic, tradition, and the kind of emphasis 
you desire. The proportion of Scots 
receiving university education is already 
as high as that hoped for in Great Britain 
as a result of the new building pro- 
gramme, and a little more than two-thirds 
of them take an ordinary degree in a 
minimum of seven subjects. (I personally 
think it would be an improvement to 
choose these subjects from related fields 
instead of insisting on a wide spread: 
the result would surely be a very useful 
degree.) These students are certainly not 
le{t “to shift as best they can”: their 
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courses are designed for their needs and 
the lectures are almost always given by 
the head of the department. The Scot- 
tish universities and their ordinary 
degrees seem to meet your demands very 
well: how did you manage to forget 
them ?—Yours faithfully, 

Brian J. Loassy 
University of Aberdeen 


* 


Sir—Your article on University Expan- 
sion overlooks one important point. The 
older universities’ teaching method is 
to provide full facilities for obtaining 
knowledge (lectures, libraries and labora- 
tories) and for answering the students’ 
questions (supervisions and _ tutorials) ; 
but there is very litle direct teaching or 
compulsion to work. This is clearly a 
good system for the honours student as 
it does not tie him to too rigid a course 
of study but allows him to pursue those 
aspects of his subject which interest him 
most. j 

An influx of “ sow’s ears ” would make 
more direct teaching and supervision 
necessary, firstly because the ordinary 
degree student needs to be “taught” 
rather than “ left to learn,” and secondly 
because there would almost certainly be 
an increase in the striving after letters 
rather than in the striving after know- 
ledge ; a tendency which is already too 
widespread. This very necessity for the 
ordinary degree student would, if 
inflicted upon those “of academic 
quality,” deprive them of the benefits 
they derive by fending for themselves in 
the academic sphere. 

To make each university comprehen- 
sive, running courses for different grades 
of students, is unnecessary and would 
certainly be expensive. Clearly a unified 
approach is necessary from all the 
universities and technical colleges so 
that each provides a different type of 
course aimed at a different type of 
student.—Yours faithfully, 
Pembroke College, 
Cambridge 


P. G. STOKES 


The Budget 


S1r—Allow me to disagree entirely with 
your suggestions to the Chancellor. 
Long ago Adam Smith laid down the 
principles of taxation in his famous first 
canon: “The subjects of every State 
should contribute in proportion to their 
respective abilities.’ No tax complies 
with this rule except a graduated income 
tax ; hence a finance minister should rely 
for his revenue mainly on an income tax. 

It follows that all persons above the 
poverty line should pay the tax, small 
incomes at a low rate in the pound, large 
incomes at a high rate. Add allowances 
for marriage and dependants, and 
possibly for age. Every able-bodied 
citizen should make a direct contribution 
to the cost of national defence, since 
without it he might have no income. No 
householder is excused rates because he 
has a small house ; he does not even pay 
a lower rate in the pound. 
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Purchase tax is a silly device, which 
could only be justified in time of war, 
except, perhaps, on obvious luxuries. 
Income tax rates have been high because 
so much income, and so many persons, 
escape tax. Indirect remuneration, such 
as board and lodging (which may be 
worth £5 a week) should be included 
in assessments. The present exemptions 
are a reason against “ differentiation ” : 
nearly all earners get supplementaries of 
different kinds, which escape assessment, 
e.g. free meals, cars, petrol, gratuities. 

Moreover, wages and salaries have 
been raised repeatedly to make up for 
the rise in the cost of living, and the 
higher income tax, while the income 
from savings remains at the prewar 
figures. I maintain that a net dividend 
of one per cent in 1914 had as much 
buying power as a net dividend of five 
per cent now. 

If the Chancellor wants fresh sources 
of revenue, let him revise the licence 
duties upward, e.g. dogs, now 7s. 6d., 
guns, now I0s., and tobacconists, now 
5s. 3d.! Then motor lorries should be 
taxed on a graduated scale according to 
weight ; nearly all road wear is due to 
these heavy vehicles.—Yours faithfully, 
Cambridge J. E. ALLEN 


Civil Service History 


Sir—Your reviewer’s doubts, expressed 
in your issue of March Ist, about the 
justification for the existence of the New 
Whitehall series of books on the depart- 
ments of state brings its parents to its 
defence. As the books are written by 
civil servants they cannot pretend to 
discuss highly political matters, although 
as Lord Strang pointed out “ the steam- 
roller of official conformity” has not 
obliterated all controversial issues. This 
limitation on the serving or recently 
retired civil servant was apparent when 
the series was initiated, and your re- 
viewer has a perfectly fair point when 
he underlines it. 


However, it was also apparent that 
the aim of the series—to print accurate 
and fuJl accounts of the present work 
and methods of departments—stood no 
practical hope of being achieved unless 
the books were written inside the civil 
service. Books of this kind are part of 
the documentation of democracy, and 
provide the only reliable basis for the 
kind of administrative criticism which 
your critic rightly thinks desirable. 
They are in no sense intended as a 
substitute for it. 

Where your reviewer perhaps goes 
wrong is in thinking that the information 
they contain is readily available else- 
where. It was just because no such range 
of books was available for those in- 
terested in public administration that the 
series was undertaken. The simplest 
proof lies in its sales. We have already 
had to produce two substantial printings 
of the first book, and three of the second, 
and the total print of five books so far 
published is about 22,500 copies.—Yours 
faithfully, CHARLES FurRTH 
George Allen and Unwin 
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Prolegomena 


A History of the English-Speaking 
Peoples: Vol. IV : The Great 
Democracies 


By Winston S. Churchill. 
Cassell. 322 pages. 30s. 

Soldier, Novelist, War Correspondent, 
Politician, Minister, Lord of Admiralty, 
Administrator, Journalist, Orator, Author, 
Historian, Painter ; this latter-day admir- 
able Crichton is more versatile but less 
of a dilettante than any other portent in 
our history. 


© wrote the first Lord Birkenhead, 
J thirty years ago, of Winston 
Churchill ; it is a good enough descrip- 
uion of the author of the four volumes 
of this remarkable narration. Lord 
Birkenhead went on to deliver a hastier 
and less well-aimed judgment: “It is 
however as an Author that he must take 
his stand before posterity.” But the 
famous evening of a crowded life had 
sti]] to come: the country, and the world, 
had still to meet the great captain-general 
of the war years and afterwards, in 
Opposition and in office, the most 
imaginative and magnanimous of Tory 
leaders. 

The truth is that the distinction cannot 
be drawn between Churchill, the writer, 
and Churchill, the doer. This so-called 
history of the English-speaking peoples 
is really autobiography. Here, in these 
four volumes, is the stuff of his own 
statesmanship: here are the men, the 
events, the great issues, the conflicts and 
the challenges and the aspirations that 
nourished him, through fortune and mis- 
fortune, until his hour struck on that 
May day in 1940. This is the pro- 
legomena to his own career; the tale 
ends at the start of the century just 
when, in his late twenties, he was him- 
self poised to take, or tumble over, the 
first fences in his unique point-to-point 
to greatness. 

It is absurd to criticise Sir Winston 
Churchill, as some have done, for not 
writing a different sort of history. This 
is his history, and it is remarkably 
revealing. Earlier political leaders, like 
Peel and Gladstone, started with the 
classics and mathematics, and went on 
to economics ; newer ones have begun 
with economics or politics and gone on, 
far too few of them, to science. Sir 
Winston had, and has, -none of these 
disciplines ; he began and he ends with 
history, his sort of history, and he has 
divided his life between making it and 
writing it. Here in these volumes, as in 
all the rest that he has written, is what 
makes him tick. 

Much is left out, most of all, except 
for swift glimpses, the people them- 
selves, their livelihood, their techniques, 
their education and culture, and their 
ideas. Sir Winston’s agenda is different. 
“We must now return,” he announces 
at one point, “across the Atlantic from 
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the dazzling prospects that lay before 
the United States [at the end of the 
nineteenth century] to the English party 
scene at Westminster.” These are the 
two real strands in his reflections: 
English politics and the growth of 
America. They come together, pro- 
phetically, only at the end, when Sir 
Winston speaks of the “closer concert 
between the two peoples in facing the 
problems of the world,” and of his hopes 
for “ultimate union.” 

Readers will not go to this book, or 
its predecessors, for new or three- 
dimensional history. But they will go 
to this, as to them, for a terse and vivid 
tale, lit up by lightning flashes of 
wisdom, a practical sagacity and a full 
humour. Sir Winston no longer writes, 
nor indeed does he speak now, in rolling 
rounded periods. Here, in the final 
volume, is a lean dramatic précis of 
famous events, set out in spare, some- 
times almost staccato, sentences, 
decorated only by his own apt adjectives 
and clinching phrases: at its best, great 
journalism on the scale of literature. 
Always he is writing about what he 
knows or the sort of things he has done, 
whether in peacetime politics or in 
waging wars. Sometimes, perhaps, there 
is a direct echo of his own personal 
experience: Palmerston, who “seemed 
to his fellow countrymen the embodi- 
ment of their own healthy hopes”; 
Gladstone, whom, although he was 
“admired as an administrator and a 
orator, his contemporaries considered 
wanting in judgment and principle” ; 
Lincoln, whose “ political foes, gazing 
upon him, did not know vigour when 
they saw it.” 

The keystone of the book is America 
—* the great Republic.” The cradling of 
American democracy in the valley of the 
Mississippi, the cleavage of East and 
West and of North and South, the march 
across the continent, the fight for the 
Union: al] this is brilliantly, shrewdly, 
set out ; it ranks with, if it cannot equal, 
the great Elizabethan passages in his 
second volume. And, although there are 
no portraits in this fourth volume quite 
to match his roll of kings in the first, 
it is perhaps in the American chapters— 
Lee and Jackson certainly, though not, 
oddly, Lincoln—that he comes nearest. 

“It was,” Sir Winston says of North 
and South in the Civil War, “the con- 
trast between the nineteenth century and 
the seventeenth century ” ; and the Civil 
War itself was “the noblest and least 
avoidable of all the great mass conflicts 
of which until then there was record.” 
He is on the side of the generals: 

If these two Presidents had let McLellan 
and Lee fight the quarrel out between 
them as they thought best, the end would 
have been the same, but the war would 


have been less muddled, much shorter 
and less bloody. 
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All the wars, of course, are bravely 
and expertly retold—except, perhaps, the 
Crimean War, in which “neither side 
was inspired by large strategic views.” 
But this is not the book of a warmonger. 
Its judgments are. tolerant, humane, 
magnanimous ; Sir Winston’s aim was, 
and is, a proper peace. In early South 
Africa it was British methods of govern- 
ment that “created among the Boers a 
more bitter antagonism than in any other 
imperial country except Ireland.” In 
India, though the Mutiny was not at all 
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British must share the blame for it; 
“terrible atrocities were committed by 
both sides.” Of slavery in the United 
States he says, again prophetically, that 
“the Black Men presented a problem, 
moral, social, economic and political, the 
like of which had never before been 
known.” 

For all the knowledge he has got of 
new thoughts and new researches, Sir 
Winston’s history, and his verdicts, stay 
stoutly old-fashioned. He makes no 
bones about the “ intense, brilliant, and 
unscrupulous diplomatic activity of Bis- 
marck ”; General Gordon he calls “as 
gallant and noble as one of King 
Arthur’s Knights.” History is an affair 
of men, good, bad or indifferent. There 
is no philosophy in all this, just excite- 
ment, sometimes glad and sometimes 
apocalyptic, in the march of events as 
they happened, and the belief that ex- 
perience can teach the wise. Sir Winston 
writes history as he has lived his life. 

At the end of his story “nearly a 
hundred years of peace and progress had 
carried Britain to the leadership of the 
world.” But the threshold had been 
reached of a new and more barbaric 
age of strife, which is not yet over; 
and the leadership has gone. Sir 
Winston, who has seen it all so far, is 
not downcast. “The future is unknow- 
able, but the past should give us hope.” 


Paying for Education 


The Cost of Education 


By John Vaizey. 
Allen and Unwin. 256 pages. 30s. 


HE research which Mr Vaizey has 

undertaken into the real costs of 
education, and in particular its relation 
to the national income will, it seems 
safe to say, be constantly used and 
quoted in the educational controversies 
that lie ahead. Too little has, in fact, 
been known about the cost of education 
in the past, for the estimates cover only 
a part of it; the system of private 
education lies outside state provision for 
one thing, and, for another, the actual 
definition of what is an educational ser- 
vice is not an easy one. Mr Vaizey has 
adopted his own definitions of what 
education is, as well as relying upon a 
variety of sources for estimating its cost, 
ranging from the relatively exact figures 
of the estimates for primary and 
secondary state education to a good deal 
of skilled inference for the costs of 
private and specialised education. The 
results of his researches, when put 
together, are illuminating and in some 
respects spectacular. 
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Plasterboard 


and 


Ask your Insurance Company to quote 
the premium they will charge if your 
building is lined with plasterboard, and for 


Pp re mM a u m as comparison—the premium if you decided 


to use a combustible lining material. 


Your premium should be less if you use 
plasterboard. Plain plasterboard only 
costs about 4d. per sq. ft. It is inexpensive 
as well as attracting a low fire insurance 
premium. Readily available throughout 
the country, it is strong, easy to handle 
and erect, and very easily decorated. 


SAFE, LOW COST THERMAL INSULATION 
Insulating Gypsum Plasterboard provides 
a high degree of thermal insulation 
without constituting a fire hazard. 

At approximately 5d. per sq. ft. for 

fire protection AND thermal insulation it 
saves money. Insulating Gypsum 
Plasterboard conforms to B.S.476, Class I, 
and does not require any additional 


aS ae treatment involving further cost. 


it’s the core that counts... 


THE INCOMBUSTIBLE GYPSUM CORE OF PLASTERBOARD 






FOR THE FACTS write today for free illustrated brochure to 
THE GYPSUM PLASTERBOARD DEVELOPMENT ASSOCIATION, G.P.O. BOX 321, LONDON W.I + 


SEE OUR EXHIBIT 


EARLS COURT 


APRIL 14-19 
1958 


FACTORY 
EQUIPMENT 
EXHIBITION 
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FORD 


-Nationally 
Grand! 


FORD MOTORING, even in the luxury Zodiac class, is 
supremely economical. You save more from start to 
finish with a Ford than with any other car. Let’s look 
at the facts. PRICE—Ford cars with their lower prices 
give greater value for money. INSURANCE—there are 
specially low rates for Ford owners. RUNNING COSTS— 
Ford Service, with its national Dealer network, has 
low, fixed prices. RESALE—a Ford fetches a higher 
price on resale or trade-in. And have you noticed 
that all Ford cars are continually enjoying improve- 
ments (the fine new seating in the Consul, Zephyr 
and Zodiac is an outstanding example)? 

Ask any Ford Dealer today for a free demonstration 
of the Ford of your choice—they’re all winners! 


THE ZODIAC 


High performance six-seater with 
every luxury... power top... air 
conditioning... a fine car. 


CONVERTIBLES— 
available also for Consul and Zephyr - 


OVERDRIVE— 


available on Zodiac and Zephyr saloons, 


| and World-wide Ford Service, too! 
convertibles and estate cars. 


Ford Motor Company Limited - Dagenham 
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Mr Vaizey calculates that, if social 
expenditure like school meals_ is 
excluded, expenditure on education in 
1955 was a smaller proportion of the 
national income than in 1931-35. This 
is another way of saying that only these 
social and health services raise the real 
cost of the education budget above its 
prewar level. Inevitably education, as 
a fixed overhead, becomes a larger item 
in national outlay at a time of shrinking 
economic activity than in boom ; even 
so this’ may be ‘called a “meéelan- 
choly” conclusion considering the big 
expansion _ of educational _ services, 
primary, secondary. and further, public 
and private, which have been undertaken 
at a time when the bulge of wartime 
births is passing through the educational 
system. Mr Vaizey further calculates 
that by 1968 current expenditure will 
increase by about 18 per cent (in terms 
of 1955 prices) while capital expenditure 
will be ‘halved ; and this might mean that 
whereas the cost of education will rise 
by another 10-12 per cent, national 
income may well rise by 30 per cent— 
from which it would follow that educa- 
tion will become a still smaller part of 
national income in the years ahead. On 
Mr Vaizey’s assumptions, including 
both capital expenditure and _ social 
services only, 2.7 per cent of the 
national income was spent on education 
in 1930 and 3.4 per cent in 1955. Of the 
total expenditure, in 1920—to go back 
farther still—meals and health accounted 
for only 2.4 per cent, but in 1955, 12.7 
per cent. The proportion taken by 
salaries of teachers fell from 69 per cent 
in 1920 to §2 per cent in 1955. 

There have, of course, been many 
changes over the years in the spread of 
educational expenditure. Yet the great 
increase in secondary schooling appears 
in Mr Vaizey’s figures only as a rise 
from 17.2 per cent of the total in 1920 
to 22.3 per cent in 1955, and in univer- 
sities as a rise from 5.2 to 9.2 per cent. 
The source of educational spending has 
also altered ; but, again, the proportion 


. £84 million in 1920. 
‘valuable point, however, that private 
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put up by the local authorities has fallen 
only from 42 to 36 per cent between 
1920 and 1955, while that of the central 
government has risen only from 50 to 58 


per cent ; private spending continues to 


provide nearly the same proportion of 
educational revenue as in 1920—it has 
fallen from 8 to 6 per cent. In 1955 
expenditure on private education 
reached £30.9 million, according to Mr 
NVaizey’s calculations; compared with 
He makes the 


education carries a subsidy element ; the 
prices charged for. it-do. not represent 
the full cost of providing the service, 
both because of.the buying of places by 
local authorities im: indeperident schools 
and because ofthe element of subsidy 
in “ privately purchased ” higher .educa- 
tion. Taking the “middle © social 
classes” as a whole (the £500-£1999 
income group), Mr Vaizey shows’-that 
they’ benefited .by £30 million in terms 
of tax payments and educational benefits 
received, though the classes above this 
group paid out £85 million more than 
they received back. But even for the 
lower classes education is not “free.” 
In tax they paid £155 million for benefits 
worth £209 million. 

This book provides some fresh back- 
ground for discussion of the major 
themes in educational policy today—the 
future of the £30 million “private 
sector,” the great variations between 
localities, the prospects of further educa- 
tion, the absurdities of -an actuarial 
scheme of teachers’ pensions, and above 
all the question of what the nation ought 
to spend. Mr Vaizey, behind his 
rampart of figures, skilfully implies that 
we can spend much more. But there is 
no necessary relation between gross 
national product and educational outlay; 
and it is a demerit in a book that claims 
to be quite objective that it is somehow 
suggested that there is, and that, on the 
figures, educational spending is egregi- 
ously low. Cost does not measure 
quality or need so simply. 


Greater Deterrent? 


Defence in the Nuclear Age 


By Stephen King-Hall. 
Gollancz. 223 pages. 


Co Sir Stephen King-Hall 
is not a conscientious objector. In 
some unimaginable Erewhonian world 
which had stopped short at TNT he 
would defend democracy rifle in hand— 
though with a far larger discharge of 
political warfare than Allied govern- 
ments were prepared to direct at Hitler 
or Mussolini on his suggestion in former 
days. But nuclear warfare. would, of 


18s. 


course, destroy the very thing in whose’ 


defence nuclear armaments are being 
piled up, and, to such an aggressive 
believer in parliamentary democracy 
and western justicé and culture this 
lunacy is intolerable. In this book he 
sets forth his plan for an even greater 
deterrent to Russian ambition: an almost 
totally disarmed Britain, which has 
broken up both Nato and the American 
alliance, simply waiting to be occupied 


by Russian forces in order to perform 
a trick of moral ju-jitsu which would not 
only save the world from becoming a 
radio-active charnel-house, but would 
probably bring the communist house of 
cards crashing round the ears of the 
Kremlin. 

Trained to non-violent resistance (in 
three stages to be completed by 1968), a 
resolute people, led by its devoted MPs, 
newspaper editors and: BBC governors, 
would flatly refuse, constituency by 
constituency, headline by headline, news 
bulletin by news bulletin, to do the 
invaders’ will ; would continue to govern 
itself in its own way, maintaining un- 
broken discipline and perfect dignity, 
accepting martyrdom as a _ battle- 
casualty, maintaining . non-co-operation 
no matter how low the rations fell for 
the masses, or how skilled the torture of 
the individual, never ratting, never pro- 
ducing a quisling (even from King 
Street) until the communist 
aggressors (even if they called them- 
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selves liberators) quitted, unable to look 
either the British or world opinion in the 
face. It would be tough; but large 
dollar loans would follow (and there 
would be a saving of £800 million or 
more on the defence budget) ; more than 
that, like a true deterrent, the prospect 
alone might deter. 

It isnot, of course, a fair criticism of 
Sir Stephen King-Hall’s proposals to 
assert that it would be quite impossible 
to train the British people to total 
psychological warfare of this kind ; his 
point is that if they could be so trained, 
non-violent resistance would“ he 
victorious, where nuclear “ defence ”is 
self-defeating. Logically it is similar to 
the point, made by defence ministers, 
that if the west maintains its nuclear 
deterrent with resolution and-vigilance, 
the nuclear stalemate will go on “ almost 


indefinitely ” without war. Commander 


King-Hall thinks that am. inherent 
instability in the system of. deterrents 
may cause the Russians, or someone 


else, to miscalculate, overstep the mark, 


and incinerate both democracy and com- 
munism in the ensuing exchange of 


-nuclear bombs ; equally it is possible to 


ask if Sir Stephen’s model of the non- 
violent deterrent covers all the eventu- 
alities. 

In point of fact, Sir Stephen is far 
too good a student of strategy not to 
throw up, in the course of a book on the 
nuclear problem, some of the reasons 
why Britain is rather a poor subject for 
this kind of imperialistic passive aggres- 
sion (as it might. come to be called). 
Britain can be blockaded, for instance. 
Sir Stephen does not think that would 
work, because of world opinion ; which 
means that he postulates that world 
opinion would be active and effective, 
But how long would it be active and 
effective when Europe was at Russia’s 
mercy, and communism evidently the 
winning side in the abandoned areas 
beyond Europe? This idea, in fact, 
postulates that America would maintain 
the nuclear stalemate with its own 
bombs and ICBMs—though the loss of 
British bases might lead to the loss of 
sO many more that America might be 
put at a tempting thermonuclear dis- 
advantage which would again introduce 
a dangerous instability into the system— 
with the possibility of world holocaust. 
But, in any event, British non-violence 
(and the vast campaign of political 
warfare which Sir Stephen envisages but 
does not describe) would be unleashed 
against the people’s democracies under 
the American nuclear umbrella. . Sir 
Stephen is entitled to say that no plea 
of dishonesty can be pressed against 
this: his object is somehow to defend 
the western “idea” with the available 
resources but without blowing us all up. 
Yet the reader cannot help noticing that 
though stern moral principle must put 
backbone into the non-violent resisters, 
Sir Stephen does not plead strongly 
that America should join in _ this 
system of defence. Perhaps Sir Stephen 
realises that he who had’: all the 
bombs could later decide whether or not 
they had disciplinary value, used in 
mioderation for police purposes, in a 
world state—just as he would decide at 
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leisure how much western culture should 
be left after a period of re-education. 
And he would write the history of the 
period for subsequent generations to 
read. 

Unless the reaction to these lightly 
outlined possibilities is “they wouldn’t 
have the diabolism to do it,” it is hard 
to believe that Sir Stephen’s scheme has 
been thought out to its conclusion. Yet 
he believes that the Russians wish to 
abolish the western “ idea,” which rivals 
theirs. Why to weaken ourselves and to 
strengthen them throughout the world 
should wean them of this ambition is 
hard to understand. Sir Stephen capably 
proves that the H-bomb abolishes war as 
mankind has known it, without as yet 
abolishing all the human institutions 
which might produce a war ending in 
nuclear suicide. But the fact remains 
that the nuclear deterrent has proved so 
far an effective defence of the west 
against communist attack. Admittedly, 
this leaves us with the problem of the 
“grey area,” where the Russians may 
prabe with superior conventional forces 
in the belief that the west will not be 
able to retaliate with the H-bomb. Sir 
Stephen assumes that they will so probe 
undeterred and further that no graduated 
retaliation, nuclear or conventional, 
would fend off disaster. But this is still 
an assumption—like his assumption that 
the west is moral enough to resist non- 
violently but not moral enough to pay 
for adequate shield forces. To those 
who try to pin down such assumptions 
Sir Stephen has his answer ready: they 
have not penetrated the “thought 
barrier” between the nuclear Blimps 
and the nuclear Gandhis. But the book 
is sO stimulating that this claim to infalli- 
bility should not deter the critic ; it is a 
book to be read carefully and refuted 
constructively. 


Changing Land 


Geography and Planning 
T. W. Freeman. 


Hutchinson University Library. 


197 
pages. 10s. 6d. 


os realistic, terse little study of the 


relationship between geography, 
economics and change in both town and 
countryside should be the more useful 
to planners inasmuch as its main burden 
seems to be, first, that all pretentious 
planning is likely to be overwhelmed 
by irresistible forces now in motion ; 
and, secondly, that all sound planning 
can be no more than the guidance of 
these forces into comely housing 
schemes, the conversion of existing 
structures and forms of social capital 
into new ones, and the wise control of 
land use. 


Mr Freeman is no opponent of urban 
spraw] ; he sees it as inevitable simply 
on the statistics of population, housing 
and slum clearance ; he accepts the view 
of Messrs Best and Ward that the value 
of suburban horticulture offsets to a 
considerable extent the loss of farm out- 
put; and he accepts changes in the 
‘appearance of a countryside that is 
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already completely artificial. He does 
not specifically discuss subtopia, but 
evidently hopes it may tone down, as 
sO many raw Victorian suburbs have 
become gracious with the maturing of 
trees. It is sound sense; set against 
his hopes is the irretrievable ugliness of 
such a vast quantity of modern building. 
But unless planning is based firmly on 
the realities which he reviews, it cannot 
hope to make the best of what yet 
remains of space and aesthetic heritage 
in this small country. 


A German Europe? 


Common Sense About the Common 
Market: Germany and Britain in Post- 
war Europe 


By E. Strauss. 
Allen and Unwin. 168 pages. 15s. 


T is time that someone looked at the 

common market with the eyes of 
Hobbes instead of those of Grotius and 
Professor Meade. Mr Strauss analyses 
the community of six, and the problem 
which its creation poses for Britain in 
terms not of prosperity or federalist 
aspirations but of power. His theme is 
simple: the common market, if not 
broadened to bring in Britain and the 
rest of Europe, will enhance west Ger- 
many’s economic and in time political 
pre-eminence in west Europe. 


The argument is elaborated with some 
suggestive material. One __ chapter 
describes the part played by the zoll- 
verein idea in the creation of Germany 
itself and in the subsequent ambitions of 
German expansionists. He describes 
Germany’s postwar economic recovery 
and shows how, bit by bit, it recovered 
equality of status with other western 
countries, throwing off, one by one, the 
shackles—allied control, the Ruhr 
authority, with which France hoped to 
limit its industrial power—and finding, 
after initial doubts, that the coal and 
steel community was much to its advan- 
tage. He argues that the common market 
treaty, with its ambiguous rules to pre- 
serve fair competition and its high ex- 
ternal tariff would enhance that power 
still more. And he compares West 
Germany within the common market to 
Prussia within the zollverein, and Britain 
to Austro-Hungary left outside. 

The argument that West Germany, as 
the leading industrial power upon the 
continent, can be expected to benefit 
most from the common market is hard 
to challenge, but as the theme progresses, 
a tendentious note creeps into it. In 
political terms, it is difficult for the 
reader to reconcile the state of affairs 
today, when France is obstructing the 
creation of a free trade area, with the 
picture Mr Strauss paints. There is 
much to suggest that he has picked the 
wrong country as villain of his piece. 
Europe’s problem child may well remain, 
not Germany, but an _ economically 
dynamic and politically unstable France. 
Within the common market France is 
certainly not to western Germany as 
Saxe-Coburg was to Prussia within the 
zollverein. The new union contains two 
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large powers, not one, and it is as much 
in differences between them as in plain 
West German hegemony that its political 
dangers lie. 


Mr Strauss gives some false impres- 
sions, too, as he rides another hobby- 
horse—that the common market treaty 
“is dominated by the purpose of pre- 
serving the rule of private business 
interests,” particularly German ones. 
The protectionist elements in the Rome 
treaty were inspired not by the liberal- 
minded Professor Erhard but by France. 
The over-simplifications in this terse 
selective book are dangerous in a sense, 
for they are difficult for a layman to spot. 


Mr Strauss’s attempt, however, to 
bring to the subject “the dimension of 
power ” as he would put it, is well worth 
while and many of his conclusions badly 
needed saying: that the new political 
power which the common market might 
bring to its members contains dangerous 
as well as fruitful potentialities, unless it 
is broadened to bring in the outsiders ; 
that it could bring an ugly division be- 
tween its members and the rest of 
western Europe ; that movement towards 
a broader European settlement might be 
jeopardised, unless there is some com- 
plementary scheme open to neutrals and 
countries further east. His final com- 
ments on the posture which Britain 
should adopt in negotiations are particu- 
larly pertinent today. A letter from him 
appears on page 1028 of this issue. 


Independence 


Washington and the American 
Revolution 

By Esmond Wright. 
English Universities Press. 
8s. 6d. 


ROFESSOR WRIGHT makes a notable 

contribution to the “ Teach Yourself 
History ” series, which is designed to 
open up great themes through the lives 
of famous men and to put academic 
writing of distinction into the hands of 
the general reader. It is no easy job to 
deal with Washington’s life, the Revolu- 
tionary War, and the first years of the 
Republic in fewer than 200 small pages. 
But Mr Wright does it with great skill 
and freshness. His scholarship is im- 
peccable without being arid, his sym- 
pathies are broad, and he writes well. 
Inevitably, many characters who are little 
more than names flit across the stage, 
and some of the war passages may be 
heavy going for readers who are new to 
the period. But if this is a flaw, it is 
one to which such a series is prone. 


Nothing, unfortunately, can make 
Washington himself a stimulating or 
fascinating study; he was born to be 
frozen in marble, a natural monument. 
Jefferson’s exquisitely balanced assess- 
ment with which the book ends is the 
best portrait there is of the father of 
the legend. But Professor Knight is to 
be ‘congratulated for contriving for the 
general public a life which is so brief, 
so scholarly, and so readable. His next 
volume, on Benjamin Franklin, will be 
eagerly awaited. 


192 pages. 
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How much 


of your — 
profit... 








Too often the w.p.b. can be a p.d.b. 
(profit-draining basket): crammed with 


proof of office inefficiency. 





It is quite simple to empty your waste-paper 
basket of such evidence. Ask Remington Rand 





to make a survey of your entire office operation. 


If they cannot help you to save time, man-power 





and money, they will say so. If, however, they can, § 
they will suggest how their profit-increasing 
proposals can be adopted without disrupting 
the office or disconcerting the staff. 





Remington Rand’s claim to be able to help increase 
the efficiency of business is based on two 


unique qualifications: 


1 They provide the widest range of 
Office Equipment in the world. 


2 They alone have the knowledge developed 
by over 80 years of technical research and 


practical experience in 41 countries. 


The world’s most comprehensive range of Uftice Equipment includes: ACCOUNTING, ADDING, CALCULATING, DICTATING, DUPLICATING AND PHOTO-COPYING 
MACHINES + UNIVAC ELECTRONIC COMPUTING SYSTEMS - FILING, VISIBLE RECORD AND CHARTING SYSTEMS - FIRE RESISTANT EQUIPMENT 
TYPEWRITERS (Electric, Noiseless, Standard) - OFFICE FURNITURE AND SUPPLIES 








\ 


EQUIPS BUSINESS FOR PROSPERITY 


REMINGTON RAND LIMITED - 1-19 NEW OXFORD STREET - LONDON WC1 - TELEPHONE: CHANCERY 8888 


Business Equipment Centres in all principal cities 
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“U.S.NEWS & WORLD REPORT” IS THE NEWS MAGAZINE OF 


The Important Million in America 


a IMPORTANT business and pro- 
fessional people of America, and 
their families, read “U.S.News & 
WorLD REPORT’ every week. 

These people hold the responsible 
positions in American business and 
industry, in finance, in government, 
and in the professions. They make 
the decisions and initiate the actions 
that stimulate the whole course of 
the American economy. 

The circulation of ““U.S.News & 
Wor.p: Report” is now more than 
1,000,000. 

“U.S.News & WorLD REPORT” 
gives the complete news of the na- 
tional life of America, including the 
effects of world affairs. More of this 
news .appears in “U.S.News & 
Wor-p Report” than in any other 
American news magazine. 

Three out of four “U.S.News & 
WoriLp Report” subscribers hold 
managerial positions. This is the 
highest managerial concentration of 
all American news magazines. More 


Circulation now more than 1,000,000 weekly 


pages of advertising directed to 
business and industry appear in 
“U.S.News & 'WorLD REPORT” 
than in any other American news 
magazine. 

The family incomes of ““U.S.NEws 
& Wor.LD Report” subscribers re- 
flect their managerial positions and 
are the highest of all American news 
magazines; in fact, the highest of 
all American magazines that have 
1,000,000 or more circulation. 

“U.S.News & WorRLD REPorRT,” 
with its audience of the most im- 
portant million in America, is ideal 
for business and industrial adver- 
tising. It is equally ideal for ad- 
vertising automobiles, travel, apparel, 
and other goods that have their best 
American prospects among these 
high-income, managerial people. 


For more information, write or tele- 
phone to Mr. Edgar Wihl, European 
Advertising Director, ““U.S.NEws & 
WorcpD Report,” 72 New Bond St., 
London W. 1 (Hyde Park 4643). 


U.S.NEWS & WORLD REPORT Published at 24th & N Streets, N. W., 


Washington 7, D.C.,'U.S.A. ¢ Subscription price in British Isles: $8.00 per year. 


"Most useful to me— 
the magazine in which | place 
the most confidence” 


America’s important people are regularly 
surveyed as to the news magazines and 
management magazines most useful to 
them, and those in which they place the 
most confidence. “U.S.News & WorRLD 
Report” consistently earns first place rank- 
ing. The studies are conducted among the 
people listed in the standard directories and 
rosters of America’s important people, 
such as: 


WHO’S WHO IN AMERICA 


WHO’S WHO IN COMMERCE & 
INDUSTRY 


POOR’S REGISTER OF DIRECTORS 
AND EXECUTIVES 


CONGRESSIONAL DIRECTORY 
OF THE U.S. 


EDITOR & PUBLISHER 
INTERNATIONAL YEARBOOK 


POLK’S BANK DIRECTORY 


THE OFFICIAL GUIDE 
OF THE RAILWAYS 


NATIONAL INDUSTRIAL 
CONFERENCE BOARD 


WARD’S AUTOMOTIVE DIRECTORY 
AMERICAN AVIATION DIRECTORY 
.-» AND OTHERS 


Complimentary copies of the research 


reports are available to advertisers and 
advertising agencies on request. 


U.S.News 


re lam Ca lola 
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Breathing Space 
for 


Disarmament ? 


WASHINGTON, D.C. 


1TH Mr Dulles back from Manila, work is forging 

ahead on a revised American approach to disarma- 

ment, although agreement has by no means yet been 
reached between the warring elements within the Adminis- 
tration. The central question is whether the idea of a two- 
to-three-year suspension of nuclear tests, to be checked by 
inspection inside the Soviet Union and the United States, 
should be prised loose from the rest of the western “ pack- 
age”’ of disarmament proposals. This seems the most 
promising subject for a first step agreement with the 
Russians. Other possibilities for a summit agenda in which 
the West is interested are being linked by the Kremlin, one 
after another, to unacceptable concessions—a German peace 
treaty to a policy of leaving German unity to the “two 
Germanies,” the neutralisation of outer space to the liquida- 
tion of the American bases overseas, and so on. But during 
last year’s disarmament negotiations the Russians did accept 
at any rate the idea of control posts in Soviet territory to 
monitor the suspension of nuclear tests. In the opinion of 
Mr Harold Stassen, who was then the President’s special 
adviser on disarmament, and of a substantial body of officials 
who remain in the government, the chance of negotiating 
such an agreement should have been sought at once. Instead, 
the West stipulated that various other agreements, particu- 
larly one on the cessation of the production of nuclear 
materials for military use, should be reached simultaneously. 
It would be a wild exaggeration to suggest that there is 
any great public discussion of these questions comparable 
to that which is going on in Britain. But the uneasy silence 
has recently been broken by a few voices. Mr Stassen 
himself is calling for a summit meeting at the headquarters 
of the United Nations in New York, with the East and West 
each represented by three heads of government and Mr 
Hammarskjéld acting as moderator and general caretaker 
for the interests of the other members of the United Nations. 
At this meeting the United States, in Mr Stassen’s opinion, 
should propose a four-point treaty setting up a UN Dis- 
armament Authority, suspending American and Russian 
nuclear tests for two years, providing for control posts 
manned by United Nations inspectors, and committing the 
great powers to use the two years as a breathing space in 
which to negotiate further agreements. Some support for 
these ideas was displayed in the Senate, which would have 
to ratify any such treaty by a two-thirds majority, during 
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a recent general debate on foreign affairs launched by 
Senator Humphrey, the chairman of the subcommittee on 
disarmament. 

About one matter there seems now to be fairly general 
agreement. The proposal for a “cut off” of the produc- 
tion of fissionable materials for military use would, as Mr 
Stassen indicated in his testimony before the Humphrey 
subcommittee, require an inspection system so cumbersome 
that it would take three or four years to instal and so far- 
reaching that the Russians would be most unlikely to accept 
it. Hence it is coming to be recognised that anyone who 
insists on tying this item to the suspension of tests is in 
fact seeking to sink a disarmament agreement altogether. 
Some Americans say in private that, since the only safe 
first step would be a combination of at least these two 
measures and since this is clearly impracticable, the road 
to disarmament is closed and ought to be abandoned. But 


there is substantial support, voiced for example even by 


Senator Symington, who often appears to speak for. the 
more truculent factions in the Department of Defence, for 
dropping the demand for a “cut off” from the western 
conditions. for an agreement. 

However, as the President and Mr Dulles have both been 
perhaps a little too eager to point out, it was at British 
and French insistence that this proposal was adopted in 
the first place. This of course is true, but it is also true 
that, when the British and French made the point, those 
elements in the Administration which wanted to undermine 
Mr Stassen’s efforts last year seized on it with almost 
indecent haste as a means of bringing the disarmament 
negotiations to an untimely end. To call the bluff both of 
America’s allies and of his own domestic opponents, Mr 
Stassen has proposed that the United States should suggest 
to Russia a purely bilateral suspension of tests, leaving it 
open to Britain and France to go on testing should they 
wish to do so. Once such a proposal was officially pub- 
lished, British and French public opinion presumably would 
make it impossible for their governments to take advantage 
of this dispensation. 


M* STASSEN’S brusque tactics have been rejected. But 
the Administration is approaching its allies to find out 
how much importance they really attach to taking a first step 
toward disarmament and what sacrifices of their own 
interests they are prepared to make. The French are con- 
sidered to be the main obstacle. The British position last 
year is thought to have been very largely a bargaining 
counter to help to ensure that, if Britain conducted no more 
tests, it could count on generous benefits from the proposed 
relaxation of curbs on the exchange of scientific information. 
These should materialise soon. 

There remain, however, in Washington very substantial 
divergences of opinion about the proposals to suspend 
nuclear testing. These differences revolve round three inter- 
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‘honourably they might not gain more than the West from 
continuing to produce existing weapons without testing new 
ones,-and whether the suspension of tests is a worthwhile 
first step anyway. 
On the first of these three questions, the most down- 
~right challenge has come from Dr Edward Teller, the so- 
called father of the H-bomb, who has said that “ disarma- 
-mient is a lost cause ” because the Russians could conduct 
explosions underground as well as very small explosions 
above ground which could not be detected. This statement 
has been attacked with great bitterness by Professor Harrison 
Brown of the California Institute of Technology and more 
temperately by others of his fellow-scientists. Mr Stassen, 
who has access to a series of technical studies, argues that 
eleven or twelve stations in Russia, and the same number 
in the United States, armed with suitable instruments, 
would be able to detect. and locate any clandestine test. 
In the case of an underground explosion, where there would 
be no radio-activity to record, the seismological instru- 
ments would show that there had been either a nuclear test 
or an earthquake, and a team sent to the spot would be 
able to find out which. Just as this controversy was reach- 
ing print the Atomic Energy Commission had shamefacedly 
to withdraw a statement that it had been impossible to 
detect its own recent underground test in Nevada more 
than 250 miles away. In fact, instruments had picked it 
up 2,300 miles away in Alaska. 


O* the question whether the suspension of tests without 


a “ cut-off ” of production would penalise the West, 
the principal point being made is that the weapons now 
possessed by both sides are primarily for offensive and 
strategic use. The weapons which the United States is 
planning to test are small, low-yield bombs to be employed 
in limited wars and warheads for defensive missiles. There- 
fore, since only the Russians would strike a first blow, a 
freezing of invention now would favour the aggressor, 
especially one launching a limited war with conventional 
forces. However, some experts are arguing that after the 
next series of tests, which the Atomic Energy Commission 
is planning for the spring, these objections will lose much 
of their force. 

Finally, there is the rather disconcerting despair of some 
of the “ scientists with a conscience ” who have been in the 
forefront of past proposals for disarmament. For instance, 
Dr Eugene Rabinowitch, the editor of the Bulletin for 
Atomic Scientists, declares that, now that the Russians have 
successfully tested intercontinental ballistic missiles, the 
suspension of tests would accomplish nothing and lead 
nowhere. And Dr Oppenheimer says in Look magazine 
that “I have felt about stopping weapons tests that it was 
a good sentence if you could think of the next one.” 

Even so, there remains a substantial body of official and 
unofficial opinion which believes that a suspension would 
help to stem the “ fourth nation” danger, would quiet the 
world’s fears about genetic damage, and might create the 
atmosphere for a further diplomatic advance. Mr Dulles 
is not insensitive to such advice, simply because, if he has 
to go to the summit in order to accommodate friendly 
governments which are under pressure at home, he cannot 


go with a briefcase that is either empty or stocked only 
with formulas for failure. 
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Waiting for the Tax Cut 


ASHINGTON is marking the twenty-fifth anniversary 
WY of the New Deal’s famous “hundred days” with 
another rush of legislative and executive activity. This 
time, however, it is a matter, not of setting up the govern- 
mental machinery to cope with a desperate economic situa- 
tion, but of making more use of existing machinery to save 
a deteriorating economic situation from becoming worse. 
And this time the President is not in the lead but is under 
constant prodding from the experts, whether in or out of 
his Administration, and from the legislators of both parties. 
Nowhere has the change of atmosphere in the last two 
months been as sharp as where the Budget is concerned. 
The Republican belief in balancing the Budget at almost 
any cost has been discredited almost as completely as have 
the calculations on which last January’s balanced Budget 
was based. It is hardly surprising that Mr Brundage, who 
was so Closely associated with the efforts to keep spending 
down, should have decided that it was time for him to 
retire from directing the Bureau of the Budget. 
The big deficit that is coming will be the result not only 
of the increased outlays which are being announced daily 
by the White House—more are being pressed upon it by 


’ Congress—but also of the tax reductions which are now 


almost certainly only a question of time. The congressional 
leaders of the two parties have agreed to warn each other 
before introducing tax Bills, so as to avoid competition to 
get in first. But it is doubtful how long either of them 
will be held back by the President’s policy of waiting to 
see what the March statistics, to be released in April, bring 
before deciding finally on a tax cut. For there is little hope 
left that these figures will show any genuine improvement. 
There has been no decline in the rate at which new claims 
for unemployment pay have been coming in during March 
and not enough improvement in such key sectors as the 
steel or motor industries to suggest any upturn in the 
industrial production index ; this has now fallen as much 
as it did in the recession of 1953-54 and more sharply. 
Therefore it is being argued more and more that, since 
a tax cut is coming, it should come quickly ; it will be 
cheaper, so it is said, to prevent a slump than to cure one, 
particularly as the psychological impact of lower taxes will 
be greater now than it would be later when ordinary people 


may have realised, as few of them yet have, that the reces- 
sion is real. 


Will it Work? 


RIGINALLY it was planned that the tax reduction, which 
QO will probably affect both personal and corporate 
income taxes, and perhaps excise taxes as well, would last 
only for a year or so, in order that once the recession had 
receded higher taxes might return automatically to counter- 
act renewed inflationary pressures. But now it has been 
decided that a temporary cut would be ineffective ; it is 
thought that the beneficiaries would save a windfall of this 
kind while they would spend an addition to their incomes 
which appeared to be permanent. But in fact there are signs 
that the tendency to save is growing, as might be expected 
in a time of uncertainty, and it is therefore far from sure that 
a tax cut will stimulate consumer buying or capital spend- 
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“We want FINANCE 


LABOUR 
SPACE 


... }¥@ found the lot in NORTHERN IRELAND” 


Everywhere else in the United Kingdom expansion plans are 
bedevilled by one or more of these great shortages —not 
enough money; not enough men; not enough space. Only 
Northern Ireland can offer you all three. 


MONEY —to cut the need for investment funds 

Outright grants of 25% and/or loans for plant, machinery 
and buildings are available, also removal and training grants. 
MANPOWER — first-class and plenty of it 

Over 9% of the labour force—over 30,000 of them men—are 
looking for jobs. They are hard-working and loyal; absenteeism 


and labour turnover are low: output is high and shift-working 
is practicable. 


PRODUCTION SPACE in modern factories ready now 

If you employ mostly men you can rent a standard 
Government factory for about 9d. per sq. ft. p.a.—room for at 
least 100% expansion. Or the Government might build you a 


special-purpose factory on amortization terms. Sites of all 
sizes are available. 


EXCELLENT SERVICES 


Ample water, gas, electricity and housing. Nuclear power 


station to be built. Excellent sea, air and road ferry transport 
services. 


SUCCESS STORY 


Since 1945 over 130 new factories have opened in Northern 
Ireland, and many have expanded. Courtaulds, British Tabu- 
lating Machines, Metal Box, Du Pont, Chemstrand, Hughes 
Tools and many others will tell you of their experiences. 


You can be there in a couple of hours 


Get in touch with THE NORTHERN IRELAND DEVELOPMENT COUNCIL (Chairman : Lord Chandos) 
Dept. E3, 13 Lower Regent Street, SW1 Tel: WHItehall 0651 (U.S. Office : One Wall Street, New York 5, N.Y.) 
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people like to see... 
what they buy! 


Today, you have 
to catch the 
customer’s eye to 
catch the sales. And 
attractive, colorful 
packaging made from 
UNION CARBIDE polyethylene 
is merchandising at its 
hard-selling best. 
Polyethylene packaging is 
tough, tear-resistant, yet 
soft and transparent...“‘shows-off” 
your product while protecting 
it from damage. Since it resists 
moisture, it greatly increases 
the shelf-life of many perishable goods, 


Learn more about Packaging regularly! Write eee 

today for your complimentary subscription to : | 
Packaging with Plastics, the monthly publica- 

tion which describes new and profitable uses ee , 
for UNION CARBIDE plastics...for packaging! | 
Ask for publication PLE-3, 


PLASTICS 


PLASTICS DEPARTMENT 


UNION CARBIDE INTERNATIONAL COMPANY 
Division of Union Carbide Corporation : 


cS ) 
30 East 42nd Street, New York 17, N.Y., U.S.A, | 


Cable Address: UNICARBIDE, New York. 


The term UNION CARBIDE is a trade mark of Union Carbide Corporation. 
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ing by businessmen as much as is hoped. Reductions in 
taxation had this effect in 1954 and thus had much to do 
with ending the recession then, but they did not help in 
1930. . 

That consumer buying—particularly of cars and other 
durable goods—and capital spending, the two foundations 
of the recent boom, need stimulating now was confirmed last 
week by two official reports which forecast that both were 
likely to decline even more than had been expected during 
the rest of this year. As a result there have been a number 
of prophecies that an economic recovery is not now coming 
until well into 1959. The first test of the accuracy of these 
prophecies will be provided by reactions to the new avail- 
ability of credit. 

The Housing Bill which has just been rushed through 
Congress could mean that 200,000 extra houses would be 
built this year—if people are ready to take up the additional 
mortgages on easier terms that the Bill allows. And the 
Federal Reserve Board has now not only permitted the 
discount rate to go down another $ per cent—to 2} per 
cent with even the San Francisco Bank giving in at last— 
but has also lowered, by another $ per cent, the amount of 
reserves banks are required to keep ; this may put some 
$3 billion of new credit into the money market and may 
mean lower interest rates on bank loans. But whether 
businessmen will feel confident enough to borrow this 
money and expand their activities is far from certain. If 
they do not, fresh weight will be given to the argument, 
already frequently heard, that the Federal Reserve Board, 
like the President, blinded by fear of inflation, left it until 
too late to do too little. 


Civil Rights Adrift 


HE history of the Civil Rights Commission, which com- 

pleted its first six months last week, has so far been 
marked by lassitude, harassment and confusion. It was 
created last summer to examine complaints that voting 
rights had been denied on racial or religious grounds and to 
make recommendations on laws and policies. But the 
President took a leisurely two months to appoint its 
members ; they were approved by the Senate only two 
weeks ago, and the later appointment of Mr Gordon Tiffany 
as staff director has yet to be confirmed. Much of the delay 
in the Senate has been caused by Southerners ; similar 
pressures in a subcommittee of the House have held up 
the appropriation of $750,000 requested by the Administra- 
tion to finance the commission’s work. Thus hampered, 
the commission has been able to accomplish very little and 
it will have to work hard to make up for lost time if its final 
report to the President and Congress is not to be as blank 
as the Bellman’s map. 

Meanwhile, the Administration’s battle to break down the 
colour bar at the Central High School in Little Rock, 
Arkansas, has collapsed into a weary stalemate. Technically, 
integration has been accepted ; but the nine Negro children 
attending classes do so in an atmosphere of tension 
heightened by the continued presence of troops at the school 
and by repeated outbreaks of minor violence. One Negro 
girl has been expelled (for breaking her promise not to 
retaliate against white children) and three white students 
have been suspended. The beleaguered school board of 
Little Rock, which alone has supported a plan of gradual 
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integration, succumbed last month to its difficulties in and 
outside the school ; in a petition to a federal district court 
it asked that integration be abandoned in Little Rock until 
the federal government provides legal support which will 
ensure that it can be effectively carried out. 

This week, lawyers for Governor Orval Faubus opened 
attacks in a federal court on the Administration’s actions in 
the Little Rock dispute. They contended that the Presi- 
dent’s use of troops was unconstitutional ; and they 
defended the right of Mr Faubus to use the state militia to 
prevent Negroes from entering the school. It is doubtful 
whether Mr Faubus will win these legal battles; it is 
doubtful whether he cares. Last year it was widely sus- 
pected that his chief motive in defying the federal court 
was his desire to whip up support for a third term as 
Governor, something that Arkansas, up to now, has only 
granted to Jefferson Davis. Mr Faubus has just announced 
that he means to stand again. It will do him no harm with 
the voters if, during the campaign for the nomination, 
which in Democratic Arkansas decides the election, he is 
also appearing in the courts as a champion of states” rights. 


Mustard for Kress 


HERE are in America some 6,000 non-profit foundations 
‘io trusts, with total assets conservatively estimated at 
more than $7.5 billion. They are endowed from private 
fortunes or by corporations and they use their wealth for 
a variety of cultural, scientific, educational, religious, charit- 
able, and artistic purposes, being accordingly exempt from 
income taxes. In recent months the activities of one of 
the largest—the Samuel H. Kress Foundation—have raised 
questions which could affect them all deeply. 

Formed in 1929 to dispose of its founder’s vast art collec- 
tion and to make grants from his fortune, primarily for 
medical education, the Kress Foundation lists assets of 
$11.4 million, of which $4.9 million consists of shares in 
S. H. Kress & Company, a chain of “ variety ” shops similar 
to Woolworth’s. Though this holding (with a present 
market value of nearly $28 million) is 42 per cent of the 
outstanding shares of S. H. Kress & Company, the founda- 
tion has not in the past interfered in the company’s affairs. 
Last year, however, after a cut of one-third in Kress’s divi- 
dend had hit the foundation’s income severely, several of its 
trustees privately criticised the company’s management for 
being too conservative and lacking in zest for competition. 
Then in January a group of the trustees, among them Mr 
Keith Funston, president of the New York Stock Exchange, 
announced that at the annual meeting in May they would 
try to secure four seats on the company’s seven-member 
board in order to protect the foundation’s investment. 

This brought the angry retort from Mr Rush Kress, the 
80-year-old chairman of the board, that the trustees were 
trying to “ take over” the company. Mr Kress (Samuel’s 
brother and the sole surviving founder of both trust and 
company) demanded the resignation of several of the 
trustees and an unpleasant struggle for control of the 
company seemed probable. But last week, faced with 


sure defeat in a vote, Mr Kress backed down. An agree- 
ment was reached by which four representatives of the 
foundation became members of the board, and both the 
fight for control and a threatened court battle were averted. 

This left two big questions unanswered: Does a charitable 
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non-profit foundation, existing primarily to disburse money, 
have a right to influence, through its trustees, the companies 
whose shares provide its income ? And—more important 
— if it does control the source of its income, is it stil] entitled 
to tax exemption ? 


Barbarians at the Capitol 


"y F geese were kept at the Capitol in 

Washington, where Congress 
meets, they could: hardly be blamed 
for not giving the alarm when today’s 
barbarians approached. For the 
moving spirit behind the threat to 
remodel the historic East Front is 
Mr Rayburn, the obstinate and 
powerful Speaker of the House, and 
the Senators who today are up in arms against this 
“vandalism” have only themselves to reproach. No 
one, except Mr Rayburn’s Commission to Extend the 
Capitol, seems to have noticed that an appropriation 
Bill hastily passed in 1955 ordered that the East 
Front should be brought forward 32 feet to make it level 
with the wings on either side and that its ancient local 
sandstone should be faced in marble. No hearings were 
held at that time’on the plan, which had been turned down 
forty years earlier. 

The East Front, where Presidents have been inaugurated 
for over a century, is the aspect of the Capitol familiar to 
every American school child ; it is, moreover, the only sur- 


“Can’t Be Spending Money Foolishly, You Know” 


PROPOSED 
<+— EXTENSION 
TOT 


HE 
CAPITOL 


PROJECT 
To TEAR DOWN 
THE HISTORIC 


EAST FRONT 
OF THE 


CAPITOL 


Herblock in the Washington Post 
viving glimpse of the original work of three noted American 
architects, and Washington himself laid the corner-stone in 
1793. As the Union grew, and congressional staffs multi- 
plied, new wings were added. The demand for space is 
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once more the excuse for tampering with the building ; the 
proposed extension would provide some fifty new offices, 
two new dining-rooms, and a corridor. This is little enough 
for $10 million, and Mr Stewart, the Architect of the 
Capitol, who is not a professional architect at all, but a 
contractor and a political appointee, goes on to argue that 
the East Front is in such a bad state of repair that it would 
cost as much to put it right as to rebuild, and that in any 
case the dome—which Lincoln insisted on completing 
during the Civil War as a sign of the country’s faith in its 
future—is a major architectural error. Bringing the portico 
forward would, in Mr Stewart’s view, make the dome 
conform to the classical canons. Unfortunately it would 
also destroy the graceful courtyard. 

Historical societies, professional architects, and news- 
papers have exploded with wrath. Before a_ hastily 
summonéd Senate subcommittee the opposition has had its 
day to protest, noting that the space obtained would cost 


$200 a square foot, compared with $20 for other buildings, 


while Senators and Representatives will have all the space 
they need when the new (and second) Senate Office Building 
is ready in a few months and when the new (and third) 
House Office Building is finished. Heroic efforts to halt 
operations are now being made in the Senate, while outside 
workmen have begun matching the marble for the new 
front ; authority to issue contracts has already been granted. 
Whatever the Senate does, the House is not likely to defy 
Mr Rayburn. But conceivably he might be swayed by 
Mr Nixon and Senator Knowland, both of whom are 
members of the commission, both of whom have hopes 
of being themselves inaugurated at the Capitol in 1961 and 
both of whom are consequently more tender of the voters’ 
feelings than a man who has served 45 years in the House. 


Friends of the Consumer 


FROM A SPECIAL CORRESPONDENT 


NUMBER Of institutions exist in the United States to aid 
A consumers, who are often misguided, sometimes misled 
and occasionally mistreated in the country which proclaims 
that “the customer is always right.” Much of the pro- 
tection is official. State and local governments restrain 


businessmen who take too light an attitude toward weights 


and measures ; the Postmaster-General attends to mail 
frauds ; the Food and Drug Administration keeps watch on 
the purveyors of medical nostrums, adulterated foods and 
products, such as cosmetics, which may be positively harm- 
ful. Inspectors of the Department of Agriculture are 
stationed at meat-packing plants to condemn diseased 
animals or tainted carcases. The Federal Trade Commission 
combats deceptive acts and practices. 

Such agencies prevent the exploitation of the consumer. 
Others co-operate with producers to standardise quality. 
Meat packers, for instance, by paying a fee, can have the 
grade stamped on carcases in indelible ink ; the official sort- 
ing of fruit and vegetables helps to assure quality to pur- 
chasers and to raise prices to producers by keeping low 
grades off the market. The National Bureau of Standards 
is important indirectly to the consumer. Among other things 
it certifies measurements (few Americans would believe that 
their country is legally on the metric system, with the bureau 


certifying conversion standards to the familiar yard, gallon 
and pound). 
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COAST-TO-COAST IN THE U.S.A. AND IN CANADA 
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A banking service 


that covers the trading centres 
THE PARK-SHERATON 


Whenever you have business in Latin America, First ELCOMING YOu 
National City can be of real assistance to you. TO NEW YORK 


For in addition to the 48 major branches covering 


of an entire continent 























Sheraton Hotels welcome thousands of international visitors . 
South America and the Caribbean area, First each year. Only Sheraton offers all these special 


National City has, in every important centre of services for your convenience: 

Bilingual departments ¢ Reservations held if ships or planes 

are delayed ¢ Facilities for banquets, business meetings 
and conveniions ¢ Sheraton’s Family Plan: 


or import regulations are no problem to them. Their No room charge for children under 14 in room with adults 
(except in New York, Syracuse, Los Angeles and French Lick) 


commerce, correspondents on the spot who can help 


see your business through. Language, local customs 


specialized experience and knowledge of local con- 
For reservations see your travel agent, 


or write Mr. Alberto de Leon, Director, International Department, 
profitable if you take the trip there. Sheraton Hotels, Sheraton-McAlpin, Broadway and 34th Street, 


You'll find this expert service ready and waiting New York 1, N. Y., U. S. A. 


at either of our two London branches. Pay us a call Sow, And ge re ATO Al 


and let us show you how we can help. 
THE PROUDEST NAME (04 i OTE LS 


ditions may save you a journey—or render it more 


The FIRST COAST-TO-COAST IN THE U.S.A. AND IN CANADA 
EAST PROVIDENCE MIDWEST AKRON PACIFIC 
NATIONAL CITY BANK NEWYORK Sheraton-Biltmore CHICAGO Sheraton Hotel SAN FRANCISCO 
Sheraton-East ATLANTIC CITY Sheraton-Blackstone INDIANAPOLIS Sheraton-Palace 
‘New York {formerly the —_Sheraton-Ritz Carlton Sheraton Hotel = Sheraton-Lincoln LOS ANGELES 
Of NEW mbassador) SPRINGFIELD, Mass. DETROIT Sheraton-Town House 
Park Sheraton Sheraton- Kimball Sheraton-Cadillac FRENCH LICK Ind. 5,4 
Se ALBANY CINCINNATI French Lick-Sheraton fRestiogion Sheraton 
Incorporated with limited lability under the National Bank Act of the U.S.A. BOSTON Sheraton-Ten Eyck  Sheraton-Gibson RAPID CITY, S. D. 
Sheraton-Plaza ROCHESTER ST. LOUIS Sheraton-Johnson © CANADA 
LONDON BRANCHES: WASHINGTON Sheraton Hotel OMAHA SIOUX CITY, owa Sheraton Me. Royal 
i Shereton-Park” Sheraton Hotel Sheraton-Fontenetie Sneraton-Martin == The Laurentien 
City: 117 OLD BROAD STREET, E.C.2 PHONE: LONDON WALL 1221 PITTSBURGH SYRACUSE LOUISVILLE TORONTO 
1 
Pena-Sheraton Sheraton-Syracuse Ian Sheraton-Seelbach S!OUX FALLS, S.D. King Edward Sheraton 
Berkeley Square: 17 BRUTON STREET, W.1. PHONE: MAYFAIR 6600 BALTIMORE Sheraton-DeWitt Motel The Watterson Sheraton-Carpenter WiAGARA FALLS, Ont. 
Sheraton-Beivedere BINGHAMTON, N.Y. DALLAS Sheraton-Cataract — Sheraton-Brock 


PHILADELPHIA Binghamton Sheraton Hotel CEDAR RAPIDS, lowa HAMILTON, Oat. 
Sheraton Hotel wears early 959) Opens 1959 Sheratoa-Montrose Sheraton 
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The Victor estate car... 


finest of them all 


LOW AND BEHOLD the fresh new look of the future. Here’s an eye- 
eget iagamaga catching, dual purpose estate car, with crisp, low lines, unequalled 
without supports. pea 7 oe ‘ 

visibility and superb road-holding. Here’s four-figure elegance in a 
wonderfully practical car with all these features :— 


FULL PANORAMIC VISION FOUR DOOR COMFORT 
FOLD AWAY REAR SEAT COUNTERBALANCED TAIL DOOR 
SUPERBLY ENGINEERED ALL-STEEL INTEGRAL BODY 


with heavy-duty rear axle, springs and tyres. 


Change at will from a 4/5 seater with extra-large luggage capacity to a 
2/3 seater with 5’ 4” of flat-floored load space behind the driver. Ask 
your Vauxhall dealer for full details and for a demonstration. 


TOP VALUE FOR MONEY AT £620 PLUS £311.7.0d. P.T. 


With Victor performance, roadability and economy, plus the extra luxury 
features of the Victor Super model. 


Two-pedal control now available on all Victors 


Vauxhall two-pedal control with Vauxhall all-synchro gears — simplest and smoothest 
of all. Effortless starting . . . expertly slick and silent gear changes... easier and safer 


in traffic. Available as a factory fitted option on all Victors at an extra charge of 
£17 plus £8.10.0d. P.T. 


IT’S VAUXHALL FOR VALUE—VICTOR £498 PLUS £250.7.0d. P.T.; VICTOR SUPER £520 PLUS £261.7.0d. P.T. 
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The protection of the consumer is not confined to the 
government. Self-policing by trade associations is common ; 
in addition, about a hundred Better Business Bureaus handle 
every year some 400,000 complaints which seem reasonable 
enough to justify an attempt to get satisfaction from the 
seller. The average buyer, however, is largely oblivious 
of all this solicitude ; he is much more interested in tips 
about which, of a wide variety of goods that have some 
merit, is the best. In many cases he relies on branded 
goods. The mobility of Americans being what it is, the 
nationally advertised make has the great advantage of pro- 
viding a familiar name from Maine to California ; on the 
road, the motoring family is likely to select its night’s lodging 
at a motel with the sign of a country-wide association. 

Trade groups maintain special testing laboratories which 
give seals of approval to products which pass their tests: 
“ certified washable—American Institute of Laundering,” 
for instance. Many large shops and mail-order houses, such 
as the Sears Roebuck company and Macy’s, have their own 
testing services. Because of the prevalence of self-service, 
the housewife without a shop assistant to consult may find 
considerable assurance in such seals and also in the endorse- 
ments supplied by various magazines in the field of home- 
making. These maintain testing services which may be 
used by firms advertising in their columns. Many con- 
sumers want nothing more. But it is possible to question 
the objectivity of tests carried out under the auspices of a 
seller or his trade association, or by an organisation receiving 
income from producers. Moreover, a seal of approval offers 
no comparison with other similar products. 


0 provide purists and cynics with guidance in their buy~ 


ing, an organisation was established at the end of the 
nineteen-twenties to give subscribers information based on 
independent tests and to assign ratings which make com- 
parison easy. Its income was to be derived solely from the 
sale of its publications ; ; findings were _copyright and were 
not to be used in any form of ‘advertising. Since 1928 
Consumers Research has published Consumers Bulletin, 
which gives potential purchasers 40 pages of names of 
makers, prices, specifications and ratings ; these range from 
Recommended through Intermediate to Not Recommended 
on goods as diverse as household glues and automatic dish- 
washers. In the nineteen-thirties this organisation split, 
after an internal rift over trade union organisation of its 
employees. Consumers Union, which operates under the 
same rules, was established in 1936 and produces a monthly, 
Consumer Reports, as well as an annual buying guide. 

Both of these publications provide solid information for 
the reader of precise mind as well as household hints for 
the homebody. In rating dishwashers, for instance, Con- 
sumers Research offers quickly grasped columns of answers 
to the questions a family is likely to raise. The husband 
can see how many gallons of hot water will be used and 
how much the electricity bill will go up ; his wife can tell 
whether the washer. will hold all the dishes from a dinner 
for eight, how soon they will be dry and whether the washer 
will fit into her diagram for remodelling the kitchen. Each 
spring the new cars are treated in even greater detail, while 
both organisations issue ratings for moving pictures. 

Feature. articles supplement the bare facts. Discussing 
European motor scooters, Consumers Research notes their 
convenience for the commuter who must get to and from 
the station, and their manoeuvrability in heavy traffic, points 
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out that their use on icy surfaces is dangerous and encour- 
ages the purchaser by telling him that it is easy to learn to 
ride a scooter even if he did not ride a bicycle when he 
was young. The prospective remodeller of a kitchen is 
warned by Consumers Union that his do-it-yourself zeal 
may not be equal to the rigidities of ceramic tile or plastic 
laminates. 

By no means all of the readers of these publications have 
a definite purchase in mind and Consumers Union, with a 
monthly circulation of 850,000, caters for such subscribers 
with articles of general interest. An amazing number of 
readers fill out annual questionnaires which not only guide 
the editorial policy of Consumers Union, but also provide 
economic insights of considerable interest into a substantial 
number of American homes. The earning capacity of Con- 
sumers Union has made possible grants to other non-profit- 
making groups in the same field ; among these gifts was 
$6,000 to help start the British Association for Consumer 
Research on its way. This arrangement contemplates, on 
occasion, the testing by Consumers Union of goods, such as 
foreign cars, which are sold in both countries. But protec- 
tion of the consumer has its headaches, and Consumers 
Union is not eager to enter unfamiliar legal territory. 


_ government agencies, the most vivid recent instance of 
trouble was the furore in 1953 over the additive AD-X2 
which the Bureau of Standards tested and found of no value 
in prolonging the life of batteries ; after a congressional 
storm which involved private as well as many public 
agencies, the bureau’s conclusions were upheld, but charges 
of fraud against the producer were withdrawn. Such trials 
have their counterparts in the offices of the Better Business 
Bureaus. Usually manufacturers given an unfavourable 
rating do not carry out their threats to sue, but at times 
efforts are made to collect substantial damages. 

Consumers Union has never been brought to court. Pro- 
tests have been made against its ratings, but the engineers 
of the aggrieved companies are always invited to observe 
a re-testing of the original sample, and so far this procedure 
has worked. .Occasionally, moreover, the organisation has 
been able to turn the tables on the manufacturers. 

A recent case involving Consumers Union arose in a very 
controversial field. Widely conflicting results have 
been published of tests made under all kinds of auspices— 
industrial, governmental and independent—concerning the 
risk smokers run of contracting lung cancer. Consumers 
Union compared a variety of filter tips and found that the 
one used by Philip Morris on its Parliament cigarettes was 
outstandingly effective. The public relations firm which 
handles the Parliament account lost no time in calling a 
press conference at which it planned to distribute copies of 
the issue which reached this welcome conclusion. The 
organisation heard about this and persuaded the firm to 
abandon the idea of using its findings for publicity purposes. 

Meanwhile, the advertising agency of Benton and Bowles, 
which acts for Philip Morris, was busy on its own cam- 
paign. Neatly avoiding copyright infringement, full-page 
advertisements appeared in 86 newspapers carrying these 
17 words: “For the latest report on filter cigarettes see 
page 24 of the January Issue of Consumer Reports ” signed 
“ Parliament Cigarettes.” But five days later, after protests 
from Consumers Union, the same 86 newspapers carried 
advertisements admitting that the reference to Consumers 
Union in advertising copy was an error. 
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Alee Guinness on the set of the Knightsbridge production ““THE HORSE’S MOUTH” for United Artists release. Produced by 
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esterday s dreams into present-day realities 


4 reduce fire risks 


HANKS TO MONSANTO, electrical 
tii need no longer be a 
source of fires. They once had to be sited 
in bunkers far from the film-sets or factory- 
floors or offices where the power was 
needed. Now, Monsanto’s Pyroclor —a 
transformer coolant made by condensing 
chemicals at over 1000°F—makes trans- 
formers completely fire-proof. 

Pyroclor’s safety brings flexibility and 
economy. Flexibility—because Pyroclor 
transformers can be placed anywhere 
convenient. Economy — because long, 
complicated low tension wirings, and 
consequent voltage losses, are eliminated, 
along with the costly fire precautions 
necessary for ordinary transformers. 

Together with Aroclors (Monsanto’s 
top quality capacitor impregnants), Pyro- 
clor makes modern transformer installa- 
tions safer, less costly and more con- 
venient. It’s another way Monsanto 
brings a better future closer. 

























If you, as a manufacturer, 
are interested in chemicals, it will pay you 
to get in touch with Monsanto. 


MONSANTO CHEMICALS LIMITED 


462 Monsanto House, Victoria Street, London, S.W.1 
and at Royal Exchange, Manchester, 2 


d by 4" and directed by Ronald Neame. 


In association with: 
/ MONSANTO CHEMICAL COMPANY, ST. LOUIS, U.S.A. 
M MONSANTO CANADA LIMITED, MONTREAL. 
ng etter future closer AUNTS ED MONSANTO CHEMICALS (AUSTRALIA) LIMITED, MELBOURNE. 
MONSANTO CHEMICALS OF INDIA PRIVATE LIMITED, BOMBAY 





Representatives in the world’s principal cities. 
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THE WORLD OVERSEAS 


African Nationalism in Kenya 


FROM OUR SPECIAL CORRESPONDENT 


ENYA is in a political stalemate. The Lennox-Boyd 
K constitution which was intended to inaugurate a long 
period of evolutionary politics has been flatly rejected by 
the’ African leaders. Further, Mr Tom Mboya, Kenya’s 
self-styled Kwame Nkrumah, has opposed the new deal 
in terms that leave little doubt as to his future tactics. Mr 
Mboya makes no bones about his wish to see Kenya a second 
Ghana, and subscribes fully to his teacher’s simple dictum: 
“Tt is far better to be free to govern, or misgovern yourself, 
than to be governed by anybody else.” At the same time, 
Mr Mboya obviously believes that the existence of 3,500 
European farms in the White Highlands and the presence of 
some 60,000 Europeans in the colony make it very unlikely 
that any British Government will from choice hand over 
power during this century to an African majority elected by 
universal suffrage. Mr Mboya and the seven other elected 
African members who vote with him on the Legislative 
Council seem, therefore, to have chosen the path of 
systematic anti-gradualism. 

After the elections that begin this weekend the Council 
will have 14 African elected members as well as 14 Euro- 
peans, six Asians and two Arabs. In addition, however, to 
these constituency seats and to the government’s nominated 
official members, there are also to be twelve new unofficial 
seats, to be filled, four to each race, by the votes of the Coun- 
cil itself sitting as an electoral college. This innovation has 
attracted the special hatred of the African members, who 
have refused to sit in the college at all. “There is no 
doubt,” runs their communiqué, “that the selective seats 
are designed as a first step in the move to introduce a 
common roll on qualitative franchise, the very nature of 
which must be so restricted that the African will be its 
biggest victim. Here we smell the beginnings of a Central 
African and later a South African pattern. . . .” This 
illuminating comment ignores the fact that a qualitative 
franchise would soon inevitably give an African majority of 
unofficial seats in the Council if gradualism were given a 
chance. It shows plainly the determination of the African 
politicians to smash the incipient common roll and lay the 
foundations now of a naked African power. The govern- 
ment is faced with the cheerless prospect of a boycott of the 
selective seats, of the council of ministers and of the two 
portfolios—housing and community development—that are 
expressly intended for Africans. 

Of the African leaders, the Kikuyu, Mr Eliud Mathu is 
in some respects a bigger gun than the Wunderkind, Mr 
Mboya. In 1957 he was defeated for Central Province 
because of the disenfranchisement of many Kikuyus. The 
Merus, with their superiority in loyalty-certificates, brought 


in Mr Bernard Maté. This time Mr Mathu is standing in 
a new constituency. In any event, the fourteen constituency 
members will follow the tone of Mr M. Muliro, the sitting 
member for Nyanza North, who says of the proposed con- 
stitution: “No African should accept a ministerial post as 
he would be the enemy of the people, and in the event of 
his visiting his constituency he should be stoned and beaten 
with sticks.” With the demagogues in this mood, every- 
thing will depend on whether other Africans will care or 
dare to stand forward in their place, both for “ selective 
election ” and for nomination to ministerial positions. One 
favourable omen is the willingness of a member of the 
Kenya (Capricorn) Party to stand. But Kenya has now 
entered a period of political intimidation, and only very 
courageous Africans will take the course of moderation. 

The African nationalists have taken full advantage of a 
number of discontents. The return of detainees to the 
Kikuyu reserve has caused un- and under-employment, 
especially in the Kiambu area close to Nairobi. Housing 
and education are still embryonic despite very large outlays 
(it would take two-thirds of the present revenue to send all 
Kenyan children to school). Land consolidation, the one 
boon of the Emergency, is a long-term business, and neither 
this nor other ‘agricultural measures have yet gone far to 
transform African lives. Mr Mboya can speak plausibly 
of the“ frustration ” of the African population, and, by doing 
so, of course, greatly increase it. This he was taunted with 
in the recent debate on his own no confidence motion ; but 
he can comfortably maintain his broad position that the real 
trouble is “ the absence among the African community of a 
sense of belonging to this government.” For those who 
maintain that few Africans are yet fit to govern, there is his 
statement of last October: “The Africans have been 
number three in Kenya for many years, but now if other 
races wish to stay in the country, they must realise that the 
African is number one. If they are not=prepared to accept 
that, they . . . can have a one-way ticket.” Mr Tom Mboya 
has been in Ghana celebrating its first anniversary and con- 
ferring with the African nationalist leaders from other 
colonial territories—Nyasaland, Northern Rhodesia and 
Tanganyika. 

As yet there are no grave signs of unrest in Nairobi, 
Mombasa or the countryside. In January the government 
proscribed a secret society called Kiama Kia Mwingi, forbade 
the carrying of pangas after dark and ordered curfews in 
certain places. The society derived from the passive wing 
of the Mau Mau, and its most serious aspect was the 
intimidation of Africans who had been loyal to the govern- 
ment.. About 150 Mau Mau terrorists proper are still at 
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large, but are being steadily caught. There are a fair 
number of crimes of violence. A recrudescence of Mau 
Mau is considered unlikely, if only because the security 
police would crush it. What is feasible and expected by 
many is the organisation of strikes and passive resistance on 
the Indian model. But this, if very hard to deal with, 
would be by no means easy to sustain. Kenyan Africans 
have little trade union discipline and no financial reserves. 
The government, on the other hand, has several powerful 
cards. Not the least of them is the power to send one or 
more chess partners to Mr Jomo Kenyatta in the Northern 
Frontier District. 

Among the Europeans there is naturally a growing sense 
of crisis, although the mood is calm. Only about 10,000 
Europeans have a landed interest in Kenya: the rest are 
officials, technicians or tradesmen. The 10,000 who are real 
Kenyan nationals hold very definite views and could, if 
provoked by insipid official equanimity towards “ Mboya’s 
Kenya ” play some very rough games such as the “ mining ” 
of their land. Nairobi on the other hand seems to have 
few ideas about how to deal with “ the trouble to come.” 
Its uncertainty is without doubt partly due to London’s 
silence on the future status of Kenya, which at present is 
the only Crown Colony in East Africa. Crown colonies 
are supposed by Commonwealth philosophers eventually to 
become self-governing, that is, separate nations. How is 
Kenya to become a nation ? All that is remembered to have 
been said precisely is that no British Government would 
hand over power to one of the races alone. This does not 
dispose of the problem of how to hand over to all. 

At the same time the Colonial Office is pledged to grant 
independence to both the Trust Territory of Tanganyika 
and the Protectorate of Uganda, which will become African 
countries. This point is well taken by the editor of 
Rock, a paper published by the Christian Council of Kenya: 
“ We believe that the time has come for the British Govern- 
ment to give a firm guarantee that this colony will develop 
along normal democratic lines towards a society of equal 
individual rights. This will inevitably mean an African 
majority.” Some of the Europeans on the legislative coun- 
cil were foolish enough to hail the Lennox-Boyd constitution 
of last October as a guarantee against an African majority. 
But it is probable that a firm imposition of stages on the road 
to full democracy would, if well publicised, be accepted by 
a majority of the Europeans. What will prove demoralising 
to them, and intolerable to the African politicians, is the 
lack of a declared goal. It is only in the preparation for the 
eventual African majority that the three races have a ground 
for co-operation. 


‘Warnings to German 
Workers 


FROM OUR BONN CORRESPONDENT 


LL this week it has been touch and go whether 180,000 
German iron and steel workers will strike in the near 
future for the 8 per cent rise against which the employers 
are offering 2 per cent. Simultaneously some 350,000 muni- 
cipal and public transport workers are threatening to strike 
because their demand for another sixpence per hour is being 
resisted. They gave the country a taste of their power in 
8 warning 24-hour strike on Wednesday, when trams and 
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buses stayed all day in their depots, and lowered gas pressure 
and unemptied dustbins disorganised kitchens in several 
towns. Some 170,000 post office workers are planning to 
revoke their existing wage agreements on March 31st in 
order to claim an additional 6 to 8 per cent. Within the next 
seven days 1,200,000 building workers and their employers 
are due to make up their minds whether they will accept 
an arbitrated compromise proposal for a rise of just under 
twopence an hour. In Bremen and Lower Saxony, textile 
workers are also negotiating for higher pay. 

The decision to renew the drive for higher pay has been 
taken by some of the bigger unions at rather a ticklish 
moment when government and employers are giving their 
minds to the apparently imminent problem of keeping every- 
one at work. While Dr Adenauer is pre-occupied as usual 
with foreign policy, two members of his economic cabinet 
have been at pains to rub in the elementary lesson that living 
conditions in the Federal Republic are not of themselves 
bound every day and in every way to get better and better ; 
that indeed they may soon grow worse unless more than lip 
service is paid to the cultivator’s maxim that in the long run 
you do not get out more than you put in. 


* 


In his maiden speech in the Bundestag as minister of 
finance, Herr Etzel has called for a halt to the light-hearted 
spending of public funds. With a Khrushchev-like touch, 
Herr Etzel warned the administration at all levels that the 
state was not a cow fed in heaven and milked on earth. 
Citing his own good example at the top, he claimed that 
in his current budget he had cut departmental requests for 
increased spending from a total of DM6.5 milliard down to 
DM1.8 milliard (approximately £552.5 million to £137 
million), and thus hoped to prevent this year’s total federal 
outlay rising beyond DM39.2 milliard (£3,332 million) from 
last year’s total of DM37.4 milliard (£3,183 million). Herr 
Etzel surmised that for western Germany the “ seven fat 
years ” might be ending ; but, as in duty bound, he hastened 
to add that, should they now be followed by the lean, the 
government would be ready with measures to limit the 
economic and social consequences. His sobering reflections 
have since been reinforced by yet another call from Herr 
Erhard for harder work. The minister for economics and 
chairman of the cabinet economics committee has not only 
spoken out against any extension of shorter working hours 
but has also maintained that Germany’s chances of not 
catching an economic crisis would be much improved if 
most workers would put in an extra hour a day. 

The two ministers have sound reasons for competing with 
the Chancellor for the public ear. Almost everybody in 
western Germany understands that exports have expanded 
steadily during the last six years, engendering the rewards 
of an impressively favourable balance of payments, ample 
gold and dollar reserves, flourishing businesses of all sorts 
and sizes, full employment, and crowded shops. But by 
no means everybody seems to have appreciated the threat 
in the approaching cloud in the economic sky. Although 
exports increased last year and, so far, are still going up this 
year, the rate of increase is markedly slowing. Since 
January the American recession has gained momentum, and 
the fall in prices of primary commodities has continued to 
diminish the buying power of their producers.. Already in 
January western Germany’s foreign orders were eight per 
cent less than they were a year ago. 
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The men responsible for the German economy are 
naturally pondering whether the adverse process will con- 
tinue ; and, if it should continue, how it will affect the ten 
major exporting industries, of whose 4,300,000 workers 
about 1,100,000 are engaged in supplying foreign demand. 
Herr Erhard thinks that Germany’s export trade may con- 
tinue to shrink for the time being. Yet he does not expect 
unemployment—now running at a winter flood of 1,300,000 
—to spread so long as the economy as a whole efficiently 
handles the task of keeping export prices competitively low, 
and of making good at home the orders lost abroad. The 
home market, he reckons, could absorb much of the antici- 
pated surplus production, and greater home consumption 
should help to keep prices stable. But there may not be 
all that much time left to make the necessary readjustments : 
no shifts were worked in some Ruhr collieries last weekend, 
and stocks of coal and coke accumulating at the pitheads 
totalled over 24 million tons. 

In the circumstances, it is not surprising that Herr Erhard 
and Herr Etzel are sounding urgent notes. But they have 
not yet pulled out all their stops, and there seems to be 
confidence in the government that, angry as he sounds, the 
German worker will once again be finally persuaded that 
it is in his own interest to exercise restraint. 


Nasser’s One-man Show 


FROM OUR SPECIAL CORRESPONDENT 


HILE President Nasser was exploring his northern 
\¢ region, affairs of state stood still in Cairo. No im- 
portant decisions on economic, agricultural or social 
planning could be taken; no ambassadors nor under- 
secretaries of state appointed ; even a British journalist had 
to languish in Beirut for his entry visa. All waited upon 
word from the president. Will affairs in Damascus have to 
come to a stop now that the president has returned to Cairo? 
President Nasser has no advisers to whom he pays much 
attention. His ministers, with one or two notable ex- 
ceptions, are not much more than able secretaries. To try 
and understand what is going on in the country, a visiting 
journalist has to search out not the heads of the most im- 
portant ministries but those few men who are believed to 
be closest to the president and who understand something 
of his hopes, prejudices and tempers. “While the ministers 
left behind in Cairo were talking of co-existence between 
the two Arab unions and of going slow while Syria was 
digested, President Nasser took them by surprise by launch- 
ing from Damascus a new attack on Iraq and Jordan. He 
may have been angered by insults from the other side ; he 
may be bitten with the idea of quick expansion since the 
first steps with Syria proved so easy. The president’s own 
weaknesses are his quick temper and his lack of patience. 
The vital thing for the other Arab states to watch is how 
much of this personal control he insists on having in Syria. 
Since no minister can safely go ahead on his own initia- 
tive, few departmenis have a settled policy. One of the 
obvious examples of mismanagement in the last few months 
was the policy over export licences which fell awkwardly 
between Mr Kaissuny, the minister of finance, and. Mr Abu 
Noseir, the minister of commerce. Mr Kaissuny favoured 
a westernised, liberal policy; Mr Abu Noseir, a strong 
nationalist with some near-communist views, insisted on 
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tight contrel. In the new ministry, this confusion has been 
sorted out, since Mr Kaissuny now controls both economics 
and trade and Mr Abu Noseir has been down-graded. But 
already many opportunities and much money have been lost. 

The top ranks in business and government earn’ very 
good money—income tax rackets are as prevalent here. as 
anywhere else—and there is less rottenness at the top than 
in King Farouk’s day. But the middle ranks, discouraged 
by the army leaders inserted above them, collaborate at 
the best unenthusiastically with the regime. And further 
down the scale, the officials living on a monthly salary of 
about £10, have the same excuse as all other Middle Eastern 
civil servants for trying to add to their incomes. The 
administration limps as badly as ever it did ; paralysis could 
come if in his search for money, the president overburdened 
it with the task of running more nationalised industries. 

The need for funds is pressing. All the calls on Egypt’s 
budget have claims to priority. The Russians are financing 
a large share of the industrial plan, but there is still £60 
million to be found from somewhere else. And not every- 
one is happy about the prospect of Russian machines and 
equipment: there are sore memories of other Russian deals. 
To quote one example: Russian equipment was ordered for 
a porcelain factory and private shareholders were invited 
to join in the enterprise ; when the equipment arrived it 
was found to be for pottery not for porcelain. And looming 
above the industrial plan, are the hopes for the high dam. 
The project has been put off for a few years, but no one will 
admit to indefinite postponement: the dam is still seen as 
the only way of alleviating Egypt’s intractable problem of 
too many people in its narrow strip of watered land. The 
programmes for schools, for hospitals, for desert reclamation 
all need more money than Egypt can raise. And while the 
western powers remain obdurate, President Nasser can only 
repeat his favourite ploy: turning away from Egypt’s hope- 
less internal problems to fresh adventures outside. 


* 


But the west’s obduracy is also the president’s greatest 
strength. Every mistake made by the British, French and 
Americans has added to his stature. The British and French 
attack on Egypt, and their inglorious retreat, left him doubly 
a hero. He survived while Eden fell: to the Egyptians this 
is a simple tale of valour, of a David knocking out a Goliath. 
The president’s refusal to compromise with American 
policy, his determination not to climb down over the finan- 
cial talks: these facts are his glory. He is the hero of the 
Middle East because he is the one man who has refused to 
be bossed by the great powers. 

President Nasser’s first strength is that he has this glory ; 
his second is that he is able to publicise it. His control 
over the vast machinery of Egypt’s press and radio gives 
him power that no other ruler can emulate. Egyptian 
newspapers and journals are best sellers all over the area ; 
the Voice of the Arabs is on the air for nine hours a day. 
His name, his face, his commemorative medals are sold 
ceaselessly to a vast and receptive audience, 

Once a month nearly every Arab who owns or has access 
to a radio stays at home to listen to Um Kalthum. She 
sings from 10 p.m. to 3 a.m. and people who can hear her in 
no other way lie all night in the streets outside the cafés. 
Elderly, not good-looking, her fame after twenty years of 
singing is second only to the president’s. In the Cairo con- 
cert hall, plump business men rock in ecstasy ; Alexan- 
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drian spivs hold out their arms in supplication ; visitors 
from Saudi Arabia, Syria and the Sudan sit drugged with 
music and with words. Triumphantly, Um Kalthum 
moulds their emotions—and she sings of the glories of 
President Nasser. She sang during the invasion ; she sang 
when the canal was nationalised ; she sang of unity with 
Syria: “‘ By your efforts Gamal you have fulfilled our hopes, 
by your presidency Gamal, by your two hands Gamal, by 
you Gamal.” In a period when Egypt is selling itself to 
the other Arab states—yet not trying to run their affairs 
—Um Kalthum is worth more than an efficient administra- 
tion to the president. 

What does all this add up to? President Nasser is 
entrenched by western ineptness, by the power of his per- 
sonality and by his weapons for advertisement. His strength 
can prop up his administrative house of cards. But it might 
collapse if ambition carries him too far and too fast towards 
an Arab empire that he has not the machinery to administer. 


Election Fever in Italy 


FROM A CORRESPONDENT IN ROME 






OTH houses of the Italian parliament were dissolved last 

Monday and May 25th has been fixed as the date for 
the general election. Up till the last moment it was uncer- 
tain whether President Gronchi would dissolve the Senate, 
which legally had one more year to run, as well as the 
Chamber. But all the political parties have been acting as 
though the dissolution of both Chambers was certain. 
Election fever seized the parties well before Chistmas, and 
during the last three months the preparation of the lists of 
candidates has been the dominant care of the politicians. 
Nerves are snapping under the strain, for it is reckoned that 
not more than half of the outgoing deputies and senators 
will get party preference. 

A change is coming over the Italian parliament. In the 
first two legislatures of the Republic the leading figures of 
pre-fascist and anti-fascist politics had a dominant place in 
both Chambers. Signor de Gasperi called the senior mem- 
bers of his party “the notables.” He tried to build the 
Christian Democrat party upon the prestige of individuals, 
using this as a counter-weight to the party bureaucracy. 
The other two so-called mass parties, the Communist and 
the Socialist, also gave pride of place to their notables, 
many of whom had suffered persecution and exile. Today, 
in all three parties, the bureaucrats have got the upper 
hand and the notables are tending to disappear. The 
Christian Democrats, being in power, can remove them pain- 
lessly by appointing them to places of honour in the new 
higher international bureaucracy. The other parties can- 
not do this and the Communists have been particularly 
ruthless in dropping some of their oldest militants in favour 
of the young conformists to the Khrushchev-Togliatti line. 
In all three parties the old warriors are free to stand if they 
wish, but they do not head the party lists and the local 
organisers have instructions not to canvass for them. 

The exclusion of personalities is not the only sign of 
change. There is also a deliberate elimination of ideas. 
The process stems from the Christian Democrat party whose 
secretary, Signor Fanfani, purposely avoids committing the 
party before the election to any given economic or political 
line. His object is to garner as many votes as possible from 
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the right and left centres before committing the party to 
the choice of a partner in government. But until this choice _ 
is made, neither the Socialists nor the Social Democrats can 
plot their course with any certainty, and all the other parties 
hang in some degree upon the Christian Democrats’ choice. 

Apart from this there is a fundamental reluctance on the 
part of all the political parties to adopt a simple platform. 
The Liberals are the only exception. They stand for free 
enterprise versus state intervention and whoever votes for 
them knows exactly what policy he is voting for. This 
cannot be said of any other party. Not one of them has a 
slogan. The Christian Democrats have appointed a com- 
mission of eighty to draft a programme which will run to 
400 pages of print. The Communists and Socialists are 
almost equally longwinded and vague. Signor Olivetti has 
given his new party a programme which reads like an out- 
line for Utopia. The Radicals and Republicans have a lay 
platform which they dare not call anticlerical and cannot 
tread too hard lest they should be called on to form a 
government with the Christian Democrats. The Social 
Democrats are inhibited by the fact that they do not know 
whether to stand for government with the Christian Demo- 
crats or for opposition to them. 


* 


In a country like Italy which has ten political parties and 
various sub-parties and where the lack of productive 
employment makes patronage a great political force, the 
effect of proportional representation is to create condi- 
tions very much like those of an eighteenth century British 
There are no rotten boroughs but there are 
plenty of safe seats, in a numerical rather than a topographi- 
cal sense, and the disposal of these is in the hands of the 
party managers and of private or semi-private “ patrons.” 
In place of the “ Treasury boroughs ” we have the electoral 
influence of such government dependencies as the Cassa per 
il Mezzogiorno (Southern Development Fund) and the 
various Land Reform organisations. Another “ Treasury ” 
group is the Agip interest at San Donato, near Milan, which 
disposes of enormous patronage, and the new group at 
Ravenna where Anic, another ENI derivative, has jobs 
for nearly 3,000 people in its new synthetic rubber factory 
planted in the heart of an agricultural depressed area. In 
addition there are various non-government groups. 

Most of the parties are open to some degree of outside 
interference in the choice of candidates. The Liberals have 
to make room for the nominees of the Confederation of 
Industries which finances the party. The Social Democrats 
also have to accept the consequences of a certain amount 
of industrial support. The Communists must give prefer- 
ence to Soviet protégés. It is surely no coincidence that a 
delegation of the Soviet Communist party has toured Italy 
for three weeks this spring visiting every important 
Communist federation in the country. The Socialists have 
to mind communist preferences and dislikes. In Piedmont, 
for instance, they dare not run the former communist rebel 
Signor Giolitti, who has a local following, because Signor 
Togliatti has said he would take that as an unfriendly act 
and the signal for a show-down. 

More than any other party, the Christian Democrats are 
subject to outside control—first and foremost from Catholic 
Action and its subsidiary movements. This extremely 
powerful organisation counts over three million adherents 
and wields perhaps twice as many votes. Its support is 
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absolutely indispensable to Christian Democrat success. 
Since Signor Fanfani set about reorganising his party 
machine the relations between the party and Catholic 
Action have become more and more strained. So much so 
that certain members of the ecclesiastical hierarchy have 
thought seriously of breaking with the Christian Democrats 
and founding a new Catholic party. For the moment this 
idea has been dropped, but Signor Fanfani has had to pay 
a heavy price. He must not only accept a large quota of 
Catholic Action candidates in his lists but must submit 
the lists themselves to be vetted by the spiritual leaders of 
Catholic Action. A less irksome relationship is that between 
the Christian Democrat party and the very powerful and 
wealthy Papal Assistance Organisation, which disposes of a 
vast quantity of succour, that is, patronage. 

The result of these outside controls is to limit the power 
of the party bureaucracies ; but it is in no sense a demo- 
cratic limitation. The ascendency of the party “ apparats ” 
and the general tendency towards complete centralisation is 
also a non-democratic phenomenon. These appear to be 
inherent disadvantages of the proportional system. The 
only consolation is that they tend in some degree to 
neutralise each other and that, in Italy, at all events, the 
alternative is something even less democratic, the absolute 
domination of a communist or a clerical regime. 


Eoka’s Dual Campaign 


FROM OUR CORRESPONDENT IN NICOSIA 


SUDDEN spasm of sabotage in the past week at carefully 
A selected military targets has already overshadowed 
Eoka’s much trumpeted “ passive resistance” campaign, 
and effectively jolted the incipient complacency of those 
who were beginning to question Eoka’s striking power. 
Although it is hazardous to predict the terrorists’ tactics, it 
seems clear that Eoka, and the whole Greek nationalist 
movement which supports it, have been placed in a dilemma. 
They have come to realise that violence does not pay—and 
here the full fury of Turkish wrath so devastatingly dis- 
played in the Nicosia riots has had an inhibiting effect ; yet 
after their flamboyant, bloodcurdling threats of December 
and January they are obviously committed to some bold 
course of action, in order to fulfil their “ pledge ” that, if no 
satisfactory policy statement emerged from Whitehall, they 
would smite the enemy hip and thigh. 

From this farrago of threat and propaganda, there has 
emerged what looks like a dual campaign of passive resis- 
tance and selective sabotage (although at the moment of 
writing certain recent incidents have not yet been officially 
attributed to Eoka). The latter technique is fairly conven- 
tional terrorist tactics ; the former new as far as the Greeks 
are concerned. To what extent it will appeal to the volatile 
Greek temperament is perhaps open to question, for the 
forms of passive resistance which have on the whole been 
effective against colonial administration in the East do not 
seem so readily applicable in Cyprus. (It is hard, for 
example, to envisage the smooth, prosperous Greeks of 
Nicosia lying down in the middle of Ledra Street.) 

In as far as it has been applied, passive resistance is 
taking roughly two forms: an economic boycott of British 
goods (in particular of cigarettes, tobacco, beer, shoes, con- 
fectionery and football pools); and a policy of civil dis- 
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obedience by the representatives of the government in the 
villages, particularly the mukhtars and members of local 
water boards. While the economic “ blackmail ” has aroused 
considerable interest, it has hardly yet reached serious pro- 
portions. In certain ultra-nationalist pockets, notably in 
Famagusta, the boycott is reported to be reasonably tight, 
but on balance over the whole island the economic campaign 
has hardly as yet caused alarm or despondency amongst the 
British community or in the administration. 

The non-co-operation of the village officials is, however, 
a more serious development and has brought belated lime- 
light to the important role of the village mukhtar: for 
example, his certification of villagers’ pleas for free health 
treatment, or his authorisation of their applications for pass- 
ports, or for the sale of their cattle. Since the mukhtars relin- 
quished their duties, sizeable queues of villagers have already 
appeared at the offices of the assistant commissioners in the 
towns ; and it is the reductio ad absurdum of the British 
colonial system that at this stage in the island’s history its 
administrators should be bogged down over the documen- 
tary technicalities for the sale of a cow. On the whole, 
however, the government is contriving to cope with these 
pettifogging harassments, which—as Sir Hugh Foot wisely 
emphasised in a broadcast—are likely to cause the villagers 
more suffering than the government. 


* 


It has been insufficiently emphasised, too, that the atti- 
tude of the mukhtars is not a wholly new phenomenon. For 
a long time they have been a special target for Eoka’s wrath, 
and long before passive resistance was announced many of 
them had been intimidated into quitting their jobs (though 
the government refused to accept their resignations, and 
tried bard to induce them to carry on). Eoka’s drive for 
passive resistance has merely confirmed their resolve. 

But though it is the Greeks who, through the variations 
in their tactics and policy, usually capture the headlines, on 
present form it is the Turks who are more likely to cause 
sleepless nights to the administration. The Turkish riots in 
January made on officialdom, not a deep impression, but a 
dent ; and the attitude is deeply entrenched that, at all 
costs, no action must be taken that might spark off a 
repeat performance. (All of this, of course, is interpreted by 
the Greeks as simply meaning that Her Majesty’s Govern- 
ment is allowing itself to be “ blackmailed ” by the Turks.) 
Senior intelligence circles strongly hold the view that if 
Turkish riots break out again, many Greeks would be killed. 
Rightly or wrongly this contingency overshadows even the 
threats of Eoka—and one suspects it is not lost either on 
Archbishop Makarios or on Grivas. 

In short, though full scale violence has not broken out, 
the situation in the island politically is still about as bad 
as it can possibly be. It has been complicated, too, by politi- 
cal developments outside the island—the forthcoming 
general election in Greece, the apparent feebleness of the 
Macmillan government, and the behaviour of the British 
Labour party, whose “pledge” on self-determination at 
Brighton and subsequent “ back-pedalling” has perhaps 
done more to bedevil the situation than anything else in the 
past twelve months. Today the most that sensible people 
hope for is that somehow the threats and pressures of one 
side may cancel out the threats and pressure of the other, 
and that in this strange, tense equilibrium a glimmer of 
common sense and goodwill may possibly penetrate the pro- 
tagonists on each side. 
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Arise, Sir Watkin! 


Long before the dykes were built, in the days when the cold 
tide rolled greyly to the very doors of Amsterdam and half of 
Holland still lay beneath the sea, narcissus was already a well- 
loved flower. Through many centuries and across half the 
world, narcissi brought sweetness and beauty to the young 
days of the year. To-day, brought to full splendour in the 
lands stolen from sea and fen, there are over seven hundred 
named varieties . . . Incomparabilis, Triandrus, Barri, Poetaz 
. a vast flood of white and gold, yellow and sulphur, 
nodding fragrant heads to the North Sea winds. A billion 
bulbs—and every one in jeopardy. 
For bulbs are much to the taste of destructive nematodes, 
and it has been estimated that in areas where infestation by 
these microscopic but voracious soil pests is high, the yield 


D-D, NEMAGON, ENDRIN, ALDRIN AND DIELDRIN ARE 


For further information apply to your Shell Company. 


may be increased by as much as 100% when control is 
achieved. And events are now showing clearly that control 
can be achieved, not only in Holland, but in many lands—for 
nematodes attack virtually every important crop. 

In the narcissus fields, control is being secured with D-Ds 
developed by Shell. This advanced soil fumigant is applied 
at the rate of 38 Imperial gallons per acre, and although 
the greatest benefits—up to 100% plus increase in crop 
value—are gained by using D-D on heavily infested land, 
increases in yield and value of 50-75% are common on only 
lightly infested land. Even in the absence of nematodes 
the growth of narcissi is stimulated by D-D to give up to 
10% increase in yield. 

Arise, a stronger, healthier and more valuable Sir Watkin ! * 


* 


%* Sir Watkin, one of the most famous of 
Incomparabilis narcissi, was first intro- 
duced in 1884. With its glowing flowers of 
sulphur, yellow and orange, it is ideal for 
both forcing and naturalising. 
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A modish swirl. ..a spellbound hush...a burst of applause... 


The hour of the couturier’s personal triumph 
is touched also by the hand of science, 


anonymous, remote, yet strangely distinctive, 


* Many modern finishes owe their origin to 
the laboratory. Durable glazing of chintz, 
crease-resist and shrink resist; water- 
repellency and stain-resist; durable 
crispness or stiffening—all these effects, 
and others besides, can be obtained with 
Beetle Fashion Finishes, as used by 
Britain’s leading textile finishers... 


B.I.P. CHEMICALS LIMITED *: Oldbury - Birmingham 









THE ‘ECONOMIST MARCH 22, 1958 





THE 


BUSINESS 








OME Americans call the present recession “ the 
S raw material recession.” It did not, they imply, 
arise from over-optimistic planning in industry 
nor from over-speculation in security markets, but from 
the trend in commodities and from commodities coming 
in the main from overseas. But all slumps, and all 
booms, are chain reactions, and to give one of them a 
name is not to foretell either where it will end or what 
set it off. It just spotlights one of its features. 

The movement has carried The Economist’s index 
of commodity prices down from 95 to 85 in just a 
year, a fall of 11 per cent. If that was steep it was far 
less so than the fall that followed the Korean scramble. 
The present fall follows the unnatural rise that the 
closing of the Suez Canal produced, but in retrospect 
it can be seen that a decline was under way when Suez 
suddenly and temporarily put commodities into for- 
ward gear again. The origins of the raw material 
recession were much earlier. Important among them 
was the progressive withdrawal of the United States 
strategic stockpile from the markets. The stockpile 
has now (except for goods already under contract) 
almost stopped buying com- 
modities of foreign origin. It 
still does a little for American 
produced lead, zinc and 
aluminium ; the world market 
for zinc might be even lower 
if that support were with- 
drawn. Stockpile contracting 
—it is the placing of orders 
far more than the delivery of 
goods that affects the market 
—reached $2,075 million in 
the fiscal year ended June 30, 
1951; last year contracting 
was down to $190 million, 
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this year it should be less again and next year perhaps 
almost nothing. 

Great productive facilities that had been brought into 
being to supply the US stockpile have swung into full 
production at the very moment when the stockpile that 


brought them into being was losing interest. And the 


British stockpile has added its mite to the confusion, 
appearing as a seller of the metals, of timber and of 
wool at a moment when markets were least able to 
absorb current production. The retreat of the stock- 
piles is naturally not the sole cause of the recession. 
There is disinflation in America and in Britain ; there 
is lack of confidence, tempting consumers to buy less 
and run down stocks. But those who take the 
simple and sensible view that the raw material recession 
will last until American business expands again must 
not forget that a check to commodity prices was likely 
even apart from the dose of disinflation, because the 
stockpile objectives had in the main been achieved and 
productive capacity had been expanded. It will take time 
to fill the gap of overproduction that these causes have 
now opened, though the time to be taken will vary 
from commodity to commo- 
dity. But if circumstances 
differ, something approaching 
a common peril seems to the 
primary producing countries 
to be confronting them. An 
array of support schemes, re- 
striction schemes and single 
seller arrangements, scarcely 
less formidable than that with 
which primary producers 
fought their rearguard action 
against the burdensome sur- 
pluses of the 1930s, is their 
reply. 
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Most of the control schemes (copper and coffee are 
exceptions) were not hurriedly devised to counter 
recession after it had started. It takes years to obtain 
international ratification of a commodity control 
scheme complying broadly with the provisions of the 
Havana Charter for consumer representation. But it 
will be surprising if recession does not bring more pro- 
ducing countries together. Tea, rubber and coffee are 
commodities in which that might happen. What, then, 
are the lessons to be learned about the types of support 
schemes, their weaknesses and their possibilities ? 

They run from the almost complete monopoly, 
through the copybook international cartel down to 
support funds operated by one country alone represent- 
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ing a minority of the producers. They include 
those who can dig their heels in firmly at the “ floor” 
price and hold it, as the International Tin Council is 
trying to do, and those apparently much weaker arrange- 
ments, like the New Zealand wool commission which 
with no help from its much larger neighbour, Australia, 
can never hope to do more by skilful and selective buy- 
ing than to cover the retreat for New Zealand farmers. 

The monopoly has great strength: its decisions 
are easy to take and enforce. For International Nickel, 
which has just announced a ten per cent cut in produc- 
tion, it must have been fairly easy to decide between 
less production and lower prices. Moreover monopolies 
in general do not exploit rising markets to the last cent, 


Commodity Schemes Summarised 


Full international schemes 


Tin: Quota restriction for the six 
main producing countries plus buffer 
stock of 23,500 tons operating between 
£880 a ton and £730 a ton plus a further 
unpublished fund. Present restriction 
40 per cent. Consumer representation 
complies with the Havana Charter. 

Wheat: Importing countries under- 
write the purchase of 295 million 
bushels a year (about one-third of 
world trade) at minimum price of 
$1.50 per bushel and the four main 
exporters guarantee to supply that 
quantity at not more than $2.00 per 
bushel. Scheme has no _ production 
control, but the American farm support 
policy and American subsidised exports 
provide an effective cushion. Largest 
importer—Britain—is not a member. 

Sugar : Scheme only covers the “free 
market ” amounting to about Io per cent 
of world crop, the balance being covered 
by long-term contracts, such as _ the 
US/Cuban agreement and the UK/ 
Commonwealth agreement. Price stabi- 
lisation zone between 3.25 cents and 
3.45 cents per Ib. Maximum restriction 
20 per cent below 3.15 cents per Ib. 
Scheme has no buffer, but Cuba, the 
largest producer, independently with- 
holds certain tonnages from the market. 


TRENDS 
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Partial restriction schemes 


Copper: No formal agreement, but 
leading producers in US, Canada, Chile, 
Rhodesia and the Congo have recently 
arranged to cut back this year’s produc- 
tion by Io per cent. 


Coffee : The seven Central and South 
American producing countries have 
agreed to retain Io per cent of their crops 
and ration exports reducing availability 
by about 20 per cent at the peak period, 
and certain of them are not to sell below 
published prices. African producers are 
not co-operating. 


Aluminium: Aluminum Company of 
Canada has cut back production 
by 20 per cent, and several Ameri- 
can producers have made cuts. To 
combat Russian competition Aluminium 
Limited is offering “loyalty discounts ” 
of two per cent to British consumers who 
pledge themselves to continue to buy 
Canadian aluminium. 


Monopoly selling arrangements 

Nickel : International Nickel Company 
of Canada is the dominant seller in 
the western world and has cut produc- 
tion by Io per cent. 


Diamonds : The Diamond Syndicate 
handles about 80 per cent of the world’s 
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newly mined diamonds and has about 
£20 million available to hold stocks off 
the market if necessary. 


Limited support schemes 

Tobacco, Wheat, Maize, Cotton: All 
supported in the United States by the 
Commodity Credit Corporation which 
has a total of $7,200 million invested in 
the US farm commodities. World prices 
are vitally affected by the prices (some- 
times subsidised) at which CCC sells for 
export and by its barter deals. 


Lead, Zinc: US domestic producers 
of lead and zinc are supported by the 
strategic stockpile (not the CCC) which 
until last year was also taking foreign 
lead in barter against wheat. Limited 
support has not prevented a sharp fall 
in prices. 

Cocoa: The exception to the down- 
ward trend—has doubled in price in the 
last year, owing to a low West African 
crop. Selling is stiffened by the fact 
that the West African crop is handled 
by marketing boards. International 
study group is now meeting in London. 


Wool: Only one of the major wool 
producing territories has any support 
arrangement. New Zealand operates a 
fund of £29 million to support, if neces- 
sary, New Zealand type wools. 
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so that when markets are weakening the fall may also 
be less: Such schemes have a great weakness, too, as 
the diamond syndicate found. It occurs as often as not 
on a rising market, when supplies at the controlled 
prices do not cover the demand and outside production 
is swelled by premium prices. 

The weakness of the international quota scheme, with 
or without a buffer stock to help it, is caused mainly by 
the presence of the outside producer. This weakness 
has reached an absurd length in the sugar scheme. The 
so called “free market” in sugar, which alone the 
scheme regulates, comprises only about Io per cent of 
world crop, large tonnages being covered by private 
international bargains like the UK-Commonwealth deal. 
In, that marginal tonnage of “ free sugar ” price fluctua- 
tions despite control have been wide. But the weak- 
ness is present also in the tin scheme which provides 
an umbrella for Russian and other outside producers. 
That weakness can naturally be reduced by fixing the 
“ floor” price low—so low that the outsiders gain little 
from being outside. It might have been wiser to fix 
the tin support price at £640 a ton as originally intended 
instead of at £730 ; that would have given the outsider 
less incentive to increase his output. But whatever the 
figure, the outsider who can produce at the floor price 
at a profit is always better placed than the member of 
a scheme whose production has been restricted, for the 
outsider can spread his costs over full production. 

The wheat agreement—something of a special case 
—has great weaknesses too. It is an import and export 
agreement with no powers to regulate production either 
in the exporting countries or in the importing countries, 
most of which are also producers. Moreover the 
largest importer—Britain—is not a member. But the 
scheme rests on the massive shoulders of the United 
States farm support policy. If farm loans had not been 
available, if the Commodity Credit Corporation had not 
mopped up the surpluses, if the combined United 
States and Canadian carryover had not been allowed to 
rise to Over 1,500 million bushels (more than the whole 
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harvest of those countries for last year) the wheat 
scheme would by now have fallen apart. 

If those international cartels and those monopoly 
selling arrangements have great weaknesses, how much 
weaker must be the less formal producer’s agreements, 
such as the understanding between most of the copper 
producers to cut back production 10 per cent this year, 
and the less comprehensive arrangements between the 
south and central American coffee producers to hold 
Io per cent of their crops off the market this year. 
Less rigid they certainly are, and the coffee scheme looks 
weak without either African co-operation or effective 
control of production among the member countries. 
But the objectives are less ambitious too. The aim is 
not usually to hold a price firm at all costs but to smooth 
out movements—to cover a retreat or to minimise weak 
selling. And that limited aim may be easier to attain. 
That would seem true of copper, where one at least of 
the groups, Rhodesian Anglo American, has been able 
to concentrate its whole cut on one mine, close it and 
run the others at full economic output. 

The ideal commodity scheme has not yet been 
invented. Prolonged and severe bear markets could 
reveal weaknesses in all the schemes that now exist. But 
if this recession is a modest one there are likely to be 
more commodity support plans in operation at the end 
of it than there were when it began. Those of them 
that will come through it best are not necessarily 
the most rigid, nor those that were designed to 
help the underdeveloped tropical countries. The 
almost bottomless American purse is still the best 
support a commodity can have.’ The Commodity 
Credit Corporation, despite efforts to cut down its 
farm support expenditure, is still estimated to spend 
over $3,000 million on commodity support this year ; 
and how steady are the price charts for wheat, maize 
and cotton compared with those of other commodities. 
Producers less favoured by the American fairy god- 
mother will still have to stick it out until confidence 
returns to American consumers. 


New Pattern for Electricity 


T is one thing to pass a bill through Parliament; — 


another to reorganise an industry. The Electricity 

Act that became law last July neatly separated the 
functions of generation and bulk transmission of 
nationalised electricity in Britain from that of its retail 
distribution. It could not as neatly define the working 
relationships between the different bodies which it 
charged with responsibilities regarding “an efficient, 
co-ordinated and economical system of electricity 
supply ” under this new dispensation. These are new 
groupings, composed for the most part of people who 





were already busily engaged in conducting a big exist- 
ing industry efficiently. The modus vivendi between 
them can only be worked out in practice. 

The Act divided executive responsibility for the 
industry between: 


a new Central Electricity Generating Board, which is a 
business making electricity and selling it wholesale to 
retailers. It is at present selling about 85 billion 

kilowatt-hours a year, for a yearly turnover of about 

£300 million. It employs some 52,000 people, on 
power stations and a transmission grid today worth, at 
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-written-down historical cost, some £1,300 million. To 
these fixed assets it is adding new fixed assets at a rate 

of about £150 million a year; 

and the 12 existing Area Electricity Boards, which buy 

this electricity wholesale and retail it for something 

over £400 million a year to the public. They do so 

through a distribution system which with offices, show- 

rooms and ancillary plant is worth about £950 million; 

their combined fixed investment is now about {£90 

million a year. They employ about 130,000 people. 
The Act moreover set up an Electricity Council upon 
which the chairman and two members of the generating 
board, and the chairmen of the area boards, will serve, 
along with five members appointed directly to the 
council—a chairman, two deputy chairmen, and two 
other members. This council has the duty of advising 
the Minister of Power on electricity, and of “ promoting 
and assisting the maintenance and development by elec- 
tricity boards” of the supply system. Specifically, it 
has the job of raising new loan capital for the industry, 
whether as at present by means of advances from the 
Exchequer or as formerly by the issue of British Elec- 
tricity Stock ; it is instructed to see that a general pro- 
gramme of research is carried out in the industry; and 
to arrange for the establishment of machinery to settle 
terms and conditions of service in the industry. And it 
has power, “if so authorised by all the Electricity 
Boards,” to perform services of common interest to the 
boards. Its executive functions are therefore few, 
though as the body 2ssuing stock it is classed in the 
Act as a trading organisation: it has retained some of 
the former Central Electricity offices in the West End 
of. London, and has a staff of about 500. 

The jobs of the generating board and the area boards 
are thus clear and commercial; each is given the 
familiar financial duty of securing that its revenues are 
not less than sufficient to meet current outgoings 
“taking one year with another.” The role of the 
Council and its relations with the executive boards 
have not yet fully emerged. So far, the Council has 
taken over ownership of the industry’s research labora- 
tories, but the people working in these, almost entirely 
on projects concerning generation or bulk transmission, 
are employed by the generating board. When that 
board completes new laboratories that are already being 
built, and if the council should find it necessary to 
undertake research itself for the area boards, it could 
do so there—though a good deal of research in the dis- 
tribution and consumer field is already undertaken by 
the Electrical Research Association and the Electrical 
Development Association. As to terms and conditions 
of employment, the existing joint consultative and 
negotiating bodies are being carried on under the egis 
of the council (though this would not be the only 
possible interpretation of the provisions of the Act). 

The only indication of the relative importance 
attached to these different bodies by the Government 
came last year in the fixing of salaries for their respec- 
tive chairmen: Sir Henry Self, chairman of the 
Council, receives £10,000 a year, as does Sir Christo- 
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pher Hinton, chairman of the Generation Board, while 
chairmen of the Area Boards receive £6,500 apiece. 
In Whitehall jargon, this rates the advisory council as 
“‘a major board ” along with the big bulk supply busi- 
ness. But these may have been rates for the gentlemen 
rather than rates for the jobs. It would be foolish to 
ignore the fact, as formal relationships within the new 
organisation of the electricity industry begin to crystal- 
lise into practice, that the former chairman and two 
deputy-chairmen of the Central Electricity Authority 
which this new organisation has replaced are the core 
of the directly appointed membership of the Council. 


B’ that as it may become, decentralisation within this 
nationalised industry has not ended with the 
specific provisions of the Act. As the Herbert Com- 
mittee suggested in 1956 and as Mr Aubrey Jones, 
the minister responsible for this Act, intended in intro- 
ducing it, the generating board is devolving responsi- 
bility for the day-to-day operations of the generation 
system outward into the existing divisional organisa- 
tion of power supply. The 11 generating divisions 
are being given greater managerial responsibility, com- 
parable perhaps to that of an ICI operating division ; 
five regional directors have been appointed ; these 
again could be compared with ICI “ group directors.” 
These five directors, with the assistance of three 
“engineering project offices,” will be responsible for 
development and plant construction within their 
regions, as well as for general administration “ within 
broad policy rulings laid down by the Generating 
Board.” 

Only a small section at the generating board’s head- 
quarters, under Mr C. R. King, the deputy chairman, 
will therefore be concerned with day-to-day electricity 
supply: though the national control of the grid system, 
which transfers blocks of power around the country 
from the marginally least expensive points of genera- 
tion to the areas where it is in demand, must continue 
to be operated from the top floor of the generating 
board’s headquarters at Bankside. Devolution of 
operating responsibility in a nationally integrated power 
supply network, in the last analysis, is limited by the 
nature of the technology. Even today, the power station 
superintendent is a highly trained engineer and execu- 
tive who operates his stations in accordance'with precise 
instructions delivered from remote regional or national 
grid control centres, using coal bought centrally and 
paying his labour rates determined centrally. Quite 
inevitably, the industry can see the time approaching 
when remote control will be used to switch in the power 
stations from the control centre, instead of ordering 
them in by teleprinter. Yet the skilled engineers will 
still be required in attendance at these automatically 
controlled plant that will make practically no demands 
upon them for 99.8 per cent. of the time ; because on 
the other two occasions in a thousand automatic con- 
trol may be unable to deal with some unexpected 
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disturbance that will need all their experience. Keeping 
good men satisfied in such circumstances will certainly 
become one of the great managerial preoccupations of 
the Central Electricity Generating Board, as of top 
management in other process industries. Immediately, 
however, its first preoccupation must be with the 
introduction of nuclear power into the British electricity 
system. 

This nuclear programme, as increased last year and 
as slightly cut back last autumn, will make the next 
decade a testing time for the reorganised electricity 
supply industry, and not merely for the one board upon 
which the main responsibility falls. The revision of 
plant location that it must bring, countering the trend 
towards generation on the Midlands coalfields with a 
centrifugal movement towards coastal sites, has already 
caused revision of plans for the 275,000 volts “ super- 
grid ” ; it must, moreover, sooner or later affect the bulk 
supply tariff at which power is sold to the area boards. 
Pushed far enough, perfectly justifiable revisions of the 
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bulk tariff could have the fortuitous effect of greatly 
benefiting certain area boards and throwing others into 
deficit. These boards, newly independent and newly 
required to make ends meet, will have something to 
say about that—in the Electricity Council ? Certainly 
the extent to which different boards will themselves be 
prepared to take risks with really effective differential 
tariffs for off-peak distribution will vary according to 
circumstances. Tariff principles offer a good example 
of the kind of subject in which two or more boards 
have a common interest, upon which the council 
might conveniently “promote and assist co-ordina- 
tion.” But most of the problems attending the 
development of nuclear generation fall in the area where 
the Generating Board has a clear and complete 
responsibility—shared technically, perhaps, only with 
the Atomic Energy Authority. And on the most, 
important of these, which will be discussed in an article 
next week, co-ordination can be of no assistance. They 
are questions of economics, technique—and time. 


BUSINESS NOTES 


Down One Per Cent 


HE Bank of England has announced a reduction in Bank 
T rate from the crisis figure of 7 per cent to the merely 
high one of 6 per cent and in timing the announcement has 
sprung, once again, a tactical surprise for the markets. 
In accordance with tradition in adjusting very high rates, 
the reduction was by a full point, instead of the 4 per cent 
step that is more usual when rates are not abnormally high. 
This is indeed the key to this first easing of any of the 
measures taken at the moment of sterling’s extreme peril 
last September. The psychological volte-face that occurred 
in the exchange market six months ago has been followed 
by a healthy rebuilding of confidence in sterling and the 
impressive increase in the gold reserves shown by the 
end-February statement. Recently, indeed, there have been 
some signs of a speculative inflow of funds, making it still 
clearer that the special rate had achieved its special purpose 
in the exchange market. 

Thus this reduction is not intended to imply any change 
in the Government’s domestic economic policy as a whole. 
It is not designed as a “ reflationary ” move like the action 
by.the central banking authorities in the United States, nor 
is it intended as a “ green light ” that signals the lifting of 
restraints. All the other measures of last September—and 
notably, in this context, the direct restraint on bank 
advances—continue in full force. 


The City and the Date 


N the city the issue has long been not whether but when 
the seven per cent rate should be dropped. The date 
chosen falls roughly mid-way between the views of those 
who thought that seven per cent should go as soon as the 


sterling crisis was over and those who would have pre- 
ferred to see the budget and the wage arbitrations disposed 
of first. It now appears that the Bank and the Treasury 
feel, rightly or wrongly, that Bank rate is neither directly 
a pointer to the budget nor a decisive influence in the wages 


Sept. 20, Mar. 12, | Mar. 19, | Mar. 20, 
1957 1958 1958 1958 


Assoc. Elect. Inds........ | 54/9 50/9 | 
British Petroleum | §20/73* 91/104 
Courtaulds 28/9 20/14 
Guest Keen 46/3 46/9 
Icl | 39/- 

Marks & Spencer ‘‘A’’... 45/9 
Rolls-Royce | 100/- 

Stewarts & Lloyds 22/6 

Turner & Newall 60 /- 

Unilever Ltd 86/3 


War Loan 3% 1955/59... 
Funding 23% 1956/61.... 
Conversion 44% 1962... 
Savings 3% 1960/70 
British Gas 4% 1969/72.. 
British Trans. 4% 1972/7. 
Treasury 34% 1977/80... 
Funding 34% °99/2004... 
War Loan 34% 

Consols 24% 








* Ex dividend 


argument. There are other reasons beyond credit restric- 
tion that will make wage increases now hard to get. 

The Bank chose a quiet period when the inflow of foreign 
money that had been substantial at the beginning of the 
month had died down and when the buoyant gilt-edged 
market was temporarily surfeited with new issues and it 
produced a technical surprise. The table shows the impact 
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ef that surprise on Thursday’s stock exchange’ prices. 
Industrials rose sharply, but without any’ great volumie of 
business. The movements reflect largely closing of “ bear ” 
accounts, largely by jobbers. Gilt-edged rose sharply all 
along the list. They rose particularly sharply at the short 
end of it. The discount houses were buyers of short-dated 
stocks, replenishing perhaps portfolios that they had allowed 
to run down a week or two ago when some industrial com- 
panies were big buyers of shorts. 

Two features of the reaction give particular satisfaction to 
the authorities. “Recent issues not yet fully absorbed found 
a ready demand, the Australian scrip rising from one point 
discount to par and the Belfast stock from 13 discount ‘to 
% discount. This seems to cledr the way for at least one 
more gilt-edged issue before the close season of about three 
weeks that occur and cover both Easter and the budget. 
It also clears the way for moving away from the 6 per cent 
interest coupon. The Government broker also experienced 
* a heavy demand for the 53 per cent stock of 1966.’ Govern- 
ment funding through the market is intended to continue 
as forcefully as ever and the Government broker has. only 
raised his selling price on both the 54 per cent stock’ of 
1966 and on the 53 per cent stock 1982-84 by approximately 
the amount that he would in any event have allowed for 
accumulated interest. 


Hopes in the Market 


HE authorities may fear that a difficult period must 

develop in the autumn, when seasonal pressures turn 
against sterling. It may also be an open question in which 
direction Bank rate will next be moved, but the Bank of 
England obviously does not believe either that the bull 
market in gilt-edged has been killed by the reduction in 
Bank rate or that sterling has been seriously weakened. 
There is support for that view in the fact that the 
difference between the Bank rate of 6 per cent and the 
Federal Reserve rediscount rate of 2} per cent is wider now 
than it was at the end of last September when the re-dis- 
count rate was 33 per cent and the Bank rate 7 per cent. 
It is not as wide naturally as it has been in recent weeks 
and in anticipation of a smaller inflow of funds on covered 
arbitrage the premium on three months’ dollars narrowed 
from 23c-2gc to 2}c-23c. But sterling stood up well. The 
spot rate against the dollar was $2.81% on Wednesday night ; 
it dipped to $2.81; immediately after the Bank rate 
announcement, but had largely recovered to $2.81;% by 
Thursday’s close. 


Impact on Money Rates 


IXED rates quoted by the clearing banks and in the 

money market are all being reduced by a clean one 
per cent; the big question mark on Thursday was over 
the Treasury bill rate at Friday’s tender. The rate paid by 
the banks, and the discount houses, on their deposit accounts 
comes down from § to 4 per cent. The cut of one per cent 
in the rate on bank advances means that the state boards 
will now pay 6 per cent, “ blue chip ” companies 6} per 
cent, good “ average ” borrowers—including some personal 
borrowers—7 per cent, and marginal borrowers 73 and even 
8 per cent. Lending rates at the Scottish banks also came 
down one per cent, to 73-8 per cent. The banks previously 
had been finding that their task of fending off would-be 


- cent, compared with 54 per cent. 
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botrdwers had been eased by the deterrent of the high rates ; 
the effect of the one per cent reduction remains to be ‘seen. 

The banks’ minimum rate on call loans to the discount 
market comes down to 44 per cent ; this is paid only of 
“good ” money, which may represent about half of the total: 
Rates on the remainder will remain flexible, and the averag: 
rate on clearing bank money is expected tobe about 43 ‘per 
With the bill rate in the 
past few weeks hard on 6 per cent—the absence of a further 
reduction and the decline in total applications at the tenders 
is evidence of the market’s surprise at the Bank rate’ reduc- 
tion—there is now plainly scope for a substantial fall in the 
rate. The capital appreciation on bills held in portfolio ‘will 
give the discount houses a much-needed relief, a a 
to the hard knock of last September. 

Several hire purchase finance houses paying a dentid per- 
centage over bank rate for deposits,'such as 14 per: cent 
over Bank rate for six months’ money and one peri Cent 
over Bank rate for three months, are expected now to make 
the appropriate reduction. 


COAL 


Signs of Panic 


HERE seems little doubt that the National Union .of 
Mineworkers will accept the suspension of Saturday 
working in the mines this summer, and the continued 
suspension of recruitment in mining, which have been pro- 
posed to it by the National Coal Board as economy measures 
in view of the falling demand for coal. It seems possible, 
however, that they will carry on in public their opposition 
to further switching over to oil: that of the Coal Board 
has been pressed in private. There is little that the union 
can do but accept the closing of uneconomic pits that are 
becoming worked out, which has been going on for years ; 
on the other hand it is rather doubtful whether the Board 
should think of closing high cost pits other than these. 
One would expect panic restrictionism from the miners 
who see their employment threatened. More disturbingly, 
there are slight signs of it in the Coal Board, too, in the face 
of the continued fall in coal consumption. The Board 
managed to rationalise last year’s fall as due to warmer 
weather, the lack of any increase in industrial output, and, 
only third, to the effects of industry’s switching to oil. But 
the fact that consumption has gone on down this year’ has 
really alarmed Hobart House. Certainly its coal stocks are 
costly, and it is not at present earning enough to cover its 
interest payments—though this is not exactly a ‘new 
experience. For the moment it might be best advised to 
summon up some of the phlegm with which it was prepared 
to regard coal shortage to deal with what will probably still 
be only a temporary surplus, vanishing when recession ends ; 
but it may be more worried about the length of the recession 
than other people. 


PLANNING © 


Steel in the Long Run 


Yo long-term programme of capital investment in Britain 
} has ever been explained more fully in public. than 
the current 1957-62 steel programme was last year in the 
Iron and Steel Board’s special report on development. . But 
this week, in a paper on “ Industrial Production and; Steel 
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Consumption ” to the Royal Statistical Society, Sir Robert 
Shone, executive member of the board, and Mr H. R. 
Fisher, its chief statistician, described in greater detail the 
way in which estimates of future steel demand had been 
prepared—in association with an official working party con- 
sidering possible long-term development of the British 
economy. There are two major steps in such an exercise: 
calculating from the examination of past data the relation- 
ship that existed and may exist in future between steel 
consumption and various other indices recording the per- 
formance of the economy: and then deducing what kind of 
a rate of expansion is possible in the economy over the 
period in question. This second is essentially an exercise 
in circular reasoning with the best information available ; 
assessing the implications of various rates of expansion, 
and choosing the highest that can be achieved without 
running into limiting factors that cannot be overcome. 
In Britain, the key limiting factor is usually the balance 
of payments. 

The board’s statistical analysis of the relation of steel 
consumption to economic growth in this country has been 
taken to a considerable degree of refinement. The broader 
estimates to which it was applied must contain a consider- 
able element of official policy as well as of economic and 
statistical calculation. There can be no alternative to such 
forecasting so long as it takes four or five years to com- 
mission a new steelworks (and the same applies to power 
stations, oil refineries or chemical works, while the periods 
for coal mines or railway electrification tend to be longer). 
Any prudent statistician, ideally, would shrink from chanc- 
ing his arm quite so far. But the only way to avoid it would 
be to have proportionately much bigger capital goods 
industries in the economy, which would be able to do these 
vast jobs more quickly ; and that in itself might give the 
circular reasoning one more twist. 


Lifting the Limits 


T the heart of such exercises in guessing at the rate of 
growth that might be practicable for the British 
economy, as Sir Robert Shone and Mr Fisher pointed out, 
“ is the belief—or fear—that too rapid a growth in industrial 
production may itself aggravate the balance of payments 
problem.” Higher production involves higher imports: 
“with the country on a knife edge of this sort, there are 
clearly difficulties in pushing up the rate of investment and 
the rate of industrial progress.” The authors had, however, 
some tentative suggestions to canvass that would moderate 
the claims of consumption: 


larger current contributions from the public to the Welfare 
State, such as the Labour Party’s plan for an extension of 
superannuation. “ This plan has at its core the proposal to 
cut current consumption .. . [and] . . . to divert the sur- 
pluses coming into the fund in the early years into invest- 
ment ” ; 

collection of a greater proportion of the cost of welfare ser- 
vices through employers’ contributions, and of less through 
the budget, increasing the direct cost of labour to industry 
and allowing adjustments in tax that might possibly “ reduce 
some of the elements involved in capital costs ” ; 

reversing the apparent tendency of publicly-owned indus- 
tries (e.g., gas, electricity and the railways) to increase their 
charges to industry more than to the domestic consumer. 


If such changes were made, the authore realise, the cost t of 
living would rise, followed by wage claims. 
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“If these claims were met,” they say, “to the extent of 
leaving real incomes in Britain as before, the wage level in 
Britain would be higher, but the final price of manufactured 
goods should not be altered.” The object of the exercise 
would be to raise labour costs in relation to the cost of 
manufactured goods generally, but particularly to the cost 
of plant and equipment. This kind of disinterested advice 
may not commend itself particularly to either side of wage 
negotiations—or even to more orthodox critics on the side- 
lines such as the Council on Prices Productivity and In- 
comes. But it is worth noting that they are not plucked 
out of the air: they come from comparisons with other 
Western economies such as Germany, where these greater 
incentives to employers to invest do exist—and where 
investment is in fact higher. 


RESTRICTIVE PRACTICES 


More Cases for the Court 


ESTRICTIVE trading agreements concerning over 20 
different trades are included in the Board of Trade’s 
third priority list of agreements to be referred by the Regis- 
trar of Restrictive Trading Agreements to the Restrictive 
Practices Court. Eventually, all of the 2,000 or so restrictive 
agreements on the register are to be examined by the court, 
which will decide whether they are in the public interest 
or not. Priority has now been given to about 60 different 
trades, whose agreements account for nearly a quarter of thé 
total register, but in bringing the first cases before the 
court the Registrar selects, in each trade, only those agree- 
ments that appear-to him to be most important or typical. 
Motor cars, commercial vehicles and tyres are included in 
the latest list ; so is paper, and the distribution of news- 
papers and periodicals—but not books ; agreements between 
suppliers of material and equipment to the building and 
contracting industries are well represented ; others concern 
more homely products like baths and bedsteads—and even 
dustbins. 

The Registrar has already had his initial victories. Nine- 
teen of the agreements included in the Board of Trade’s 
two previous directives were abandoned, or had all registra- 
ble restrictions removed, after the signatories heard that the 
Registrar was about to open proceedings; three more were 
abandoned after proceedings had started but before the case 
reached the court, and parties to some other agreements have 
informed the Registrar that they intend to abandon theirs. 
This leaves, out of the first two directives, a hard core of 43 
cases that are now being prepared for the court, and these 
will be augmented shortly by the cases arising out of the 
third directive. In 28 of the 43 cases now proceeding, the 
respondents have needed an extension of time for the 
delivery of their statement of case ; in most of the remainder 
the period provided for in the rules is still running. In all 
28 cases an extension was agreed by the Registrar, and for 
eleven of them a further extension was granted by the court. 
Statements of case have now been filed by the respondents 
in 14 cases and are expected shortly in 17 more. The 
Registrar has so far formally “ replied ” to only three of the 
14 statements of case he has received ; here also an extension 
of time beyond the six weeks provided for in the rules is 
generally required. The company or association is then 
allowed a rejoinder, and when this is received the issues for 
the decision of the court are considered to be defined. This 
stage has not yet been reached for any trade. 
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STEEL ISSUE 


South Durham Failure 


OUTH DURHAM Iron and Steel Company’s issue of £8 

million 6 per cent convertible debenture has been a 
failure—a failure that portends difficulty for future steel 
financing operations. City institutions responsible for the 
‘issue took the job of finding necessary finance for the 
steel industry while it is threatened with nationalisation 
seriously and pitched the terms of the £8 million debenture 
issue as attractively as they could—a 6 per cent stock at 
£95, half of it convertible into ordinary shares on terms 
that were calculated to offer investors reasonable protection 
against the financial risks of nationalisation. Yet investors 
fancied little of it and it is disclosed that 93 per cent of 
the total has been left with the underwriters. In bidding 
for investors’ support the issuing authorities knowingly 
accepted the unpleasant consequence of forcing down sub- 
stantially the price of the similar stock of Colvilles. 


Feeling Industry’s Pulse 


BUSINESS NOTES 


THE ECONOMIST MARCH 22, 1958 


Lists had been closed before the Bank rate decision and 
it is possible that on the basis of a 6 per cent Bank rate the 
result might have been less disappointing. But for the steel 
industry, committed to plans and therefore needing money 
now, the outlook is not encouraging. What hope for 
example has Consett of financing its plans ? There remain 
two possibilities for steel companies needing money. The 
Iron and Steel Holding and Realisation Agency has power, 
if it gets Treasury consent, to make loans, to give guarantees 
as to principal and interest or to subscribe for securities. of 
those steel companies in which it still holds securities toa 
substantial extent. The words “ substantial extent” have 
not been defined. Nor has the question whether Treasury 
consent would be forthcoming been answered. It would 
obviously be granted only reluctantly for it would to some 
extent be the reverse of the denationalisation operation 
which is ISHRA’s job. But in the bulk of the denationalised 
companies the agency still holds some prior charge capital 
that would probably qualify as a substantial investment 
within the terms of Section 20 of the Act. The other 


alternative that might be appropriate for those steel com- 


in its figures about’ how the current: : 


UICK assessments of the climate of 
business by what is known in 
Statistical jargon as the konjunkturtest 
method have become common in 
Western Europe since the war: the 
Federation of British Industries has 
now introduced the method to this 
country, and published its first findings 
—covering the views industry recorded 
in late February and early March—last 
week. 
: The main feature of this method is 
that it is addressed to top management 
‘—in the FBI’s case, to chairmen or 
managing directors of 750 companies— 
and that these managers are not asked 
for any figures. They are asked for a 
rapid appreciation of their company’s 
Situation in qualitative terms: the 
questions are couched so as to ask 
‘whether on a variety of aspects the 
company is doing better than it was, 
about the same, or worse. The key 
advantage is speed: and also, perhaps, 
that a fair proportion of the answers, 
arriving by return, appear to have been 
given straight off the cuff by men right 
“at the top of business, rather than by 
subordinates less likely to have a full 
picture of the firm’s fortunes. 

The results of the FBI’s first experi- 
ment with this kind of survey are set 
out in the table. Where their re- 
spondent’s answers can be checked 
against other statistical indices—for 
example, figures of production, stocks 
and manufacturing figures collected 
by the Board of Trade—they appear to 
be broadly in line, which adds credence 
to the rest of the data. The sample was 
not stratified to attempt a precise cross- 
section of British industry: the 542 
replies received (a very good response) 
came about equally from firms employ- 


ing from 10-200 workers, those 
employing 200-700 workers, those with 
from 700 to 2,000, and the big ones 
employing more than 2,000 workers 
each. In effect, these particular firms 
may represent about a quarter of the 
output of British industry (allowing 
for the fact that the vast fringe of 
workshops with less than ro workers 
each include a large number of repair 
shops and service establishments). The 
big firms, incidentally, tended to sound 
rather more pessimistic than the small. 

The federation has also classified the 
replies from firms into four industrial 
groups: metals engineering and 
vehicles, building materials, textiles 
clothing and footwear, and “other 
industries ” (which last includes food, 
drink and tobacco, though somewhat 
under representing them, and the 
chemical trades). Broadly, the different 
patterns of replies suggest that the 
first, engineering group, was doing 
about as well as the whole sample ; 
that the building materials and textiles 
groups were doing rather worse ; and 
that the “ other industries ” were doing 
rather better than average. 

All of the questions to which answers 
have been published—except for those 
relating to the amount of money busi- 
ness expects to spend on fixed invest- 
ment this year, and the amount that it 
expects newly to authorise this year— 
are based on a comparison of the cur- 
rent business outlook with six months 
ago. The federation is going to repeat 
its survey—perhaps quarterly, or at 
other convenient times—and might 
later perhaps be able to publish some 
of its members’ specific estimates of the 
forward course of business. Some 
pointers to this, incidentally, are given 


rates of new orders compare: it should © 
not be ignored that these are the first 
indications about new orders. that 
British industry as a whole has ever 
been prepared to publish. 

This unweighted method, by its very 
nature, requires cautious interpreta- 
tion: 20 concerns reporting that their 
business is down could in terms of 
output value outweigh 40 on the other 
side saying that business is up. But 
its speed, its approach to the top men 
in industry rather than their statistical 
departments, and the broad coverage 
of its questions make it a valuable 
addition to short-term business indi-; 
cators—the ones that are always most 
in demand, and most deficient. The 
FBI is to be congratulated on this 
expert and successful move into a field 
in which in this country perhaps only 
an organisation as trusted by industry: 
as itself could successfully venture: 
and also, perhaps, upon a solid and 
sensible advance in communications 
between industry in general and the. 
public. 


RESULTS OF THE INQUIRY 


Percentages of Total Replies 
(Largest percentage in bold type) 


PAST SIX MONTHS 
U Same Down 
New orders 29 45 
Home deliveries 
Export deliveries 
Hours worked 
Numbers employed 
Profit margins......... oo 
Stocks of :— 
Raw materials 
Work in progress 
Finished goods 
1958 COMPARED WITH 1957 
Up Same Down 
Capital expenditure on :— 
Buildings 30 42 
TUN ONS 6. oi5 6s csunes 30 34 
Capital authorisations :— 
Buildings 26 51 
Plant, etc. .. 28 43 
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Variations 
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hadi 


serrerererecrerngmnerrerri 
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Samuel 


Montagu 
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& Co. Ltd 


ESTABLISHED 1853 


Concentrate for a moment, if you 


will, on the accompaniment to the 
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Executive Suite—particularly the 


The Management is readily 


FapuUreryrereTiTiristiistiaaistaiiibeaitsistaissaiadissaseassaaasdasal 


wood section, because we have intro- 
duced some interesting variations on 
a desk. Designed by Henry Long, 
M.S.I1.A., this desk is built in three 
lengths. We’ve also built a number of 
drawer units etc. which can be fitted 


available to discuss or 


Yas bidgaaaeaeadadsl 


: 
i 


ii 


investigate any banking 


in a variety of ways to each of the 


requirements at home 


three basic sizes, giving you many 


aghaaeseasaiaiiaeisail 


different arrangements to suit every- 
one’s needs. or overseas. Correspondents 


The conception of a desk such as this 


See eet ee eect ean 


enables you to provide your indivi- 


Hit 


dually graded executives with indivi- throughout the world. 
dually graded desks, yet retain the 
similarity in design which is essential 


to any office furnishing scheme. 
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Come and see Heal’s Contracts 1958 
Designs Exhibition. 


CONTRACTS LTD. 


196, TOTTENHAM COURT ROAD, LONDON W.1 
TELEPHONE: MUSEUM 1666 


Heal’s Contracts Ltd. have carried out work for many 
well-known organizations, including: 

THE BOWATER PAPER CORPORATION LTD - IMPERIAL CHEMICAL 
INDUSTRIES LTD - TRADES UNION CONGRESS - JOHN LAING AND 
SON LTD BARCLAYS BANK LTD - IND COOPE AND ALLSOPP LTD 
WIGGINS TEAPE GROUP - BRITISH TRANSPORT COMMISSION 
KRAFT FOODS LTD - LONDON AIRPORT - TATE & LYLE LTD 


Merchant 
Bankers 


Preerercrprgerrectrec ese ac att ttt i b2i0t ts: Aid AdhAdidbaadasadadSAAbAAbsaaiadl 


I14 OLD BROAD STREET @© LONDON EC2 
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The British Petroleum Company is establishing hundreds of service stations, and 
training local talent to operate them in West Africa, where twice as many 
motorists are now fuelling at BP stations as three years ago. 


THE 
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t Africa ..-"" 


_--' on Wheels 


IN AN AREA larger than Europe — 
where one’s next door neighbour may 
live hundreds of miles away — roads 
are West Africa’s vital arteries, and 
petrol its life blood. Anyone who 
helps transport along in West Africa 
to-day is contributing in a vital 
way to its economic and cultural 
future. 

Operating in more than twenty 
West African countries, whose com- 
bined area exceeds 5,000,000 square 
miles, BP is making three great con- 


tributions to transport development: 
by supplying petrol and lubricating 
oils that withstand the extremes of 
West African weather; by steadily 
extending its network of service sta- 
tions; by training local talent to 


- operate them safely and skilfully. 


Oil is helping to raise West Africa’s 
standards of living and will increasingly 
do so. There, as elsewhere throughout 
the world, The British Petroleum 
Company is speeding the wheels of 
progress. 


British Petroleum 


COMPANY LIMITED 
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panies that the agency has wholly sold as well as for those 
in which it still holds prior charges is to turn yet again 
to the’ Finance Corporation for Industry. 


RHOANGLO ISSUE 


Pointless Intervention 


io tug of stock market forces is the best and least 
arbitrary test of any new capital issue. But the 
Government has chosen to interpose Treasury consent 
between the would-be borrower and the market and has 
appointed the Capital Issues Committee to advise the 
Treasury. That committee, working on Treasury instruc- 
tions that are public knowledge but not wielding a 
rubber stamp, does not explain its decisions. Some of 
them appear arbitrary and inexplicable. The trimming 
of the Rhodesian Anglo American issue is one such. Why 
be tough with that company and not another? Why, as 









NTERESTING reflections on the historical perspective of 
the present level of yields in the gilt-edged market were 
made last week by Professor J. R. Hicks in a paper entitled 
“The Future of the Rate of Interest” read before the 
Manchester Statistical Society. Professor Hicks pointed 
cut that the postwar doubling of the yield on Consols, 
from 2} to over § per cent, was unprecedented, in times of 
peace, over the whole two hundred years in which Consols 
have been in existence. Indeed, with the exception of the 
early 1920s, the yield of 5 per cent has not been seen in 
peacetime since the late eighteenth century—the aftermath 
of the American War of Independence. In the long peace 
of the nineteenth century, the yield was remarkably stable 
at between 3 and 3} per cent, ending the century even lower 
and enabling Goschen to make the conversion from a 3 per 
cent to a 2¢ and then 2} per cent coupon. 

After the unprecedented achievement of a cheap money 
war, the interest rate has sprung to record levels. The 
underlying reasons are well known—the great demand for 
capital and the persistent inflation. Professor Hicks now 
asks: if inflation is ended, can a substantial decline from 
these peaks be expected ? The conditions of the nineteenth 
century are little guide ; the stability then reflected in large 
degree the absence of financial crises, as we now know 
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the statistics appear to show, be tougher with overseas 
than with domestic applicants? Is the development of 
Commonwealth resources any more or any less precious 
to the Government than the growth of British industry ? 

To pay for the further development of Bancroft and other 
mines in the copperbelt, Rhoanglo proposed to offer 
to its ordinary shareholders, of which less than half are 
British residents, £4 million of a 6 per cent loan stock at 
95 in the ratio of £3 of loan stock for every 10 ordinary 
shares held. Subscribers were offered the option at any 
time up to March 31, 1963, to take up 1,000,000 ordinary 
shares in Rhoanglo at 80s. a share either by the tender 
of the loan stock or by cash in the ratio of one share for 
every £4 of loan stock held: The CIC however decided 
that only £500,000 of the loan stock could be offered to 
shareholders in this country and that it could not allow 
shareholders on the British register to take up the options 
by offering cash. What prompted the decision? Was it 
because Anglo American, which is an overseas shareholder 


them ; in the nineteenth century style crisis, a Bank rate 
of 7 per cent caused no more than a ripple in the Consols 
yield curve. Today, Professor Hicks points out, “ experience 
of financial crises (with high short-term rates) is itself a 
factor tending to raise long-termr rates for quite a time 
after each crisis is over.” 

Why then the contrast with the thirties ? Then, ex- 
change stability was discarded as an aim of policy; at a 
time of pressure, the exchange was let go and interest rates 
kept down. Since the war there has never been any real 
choice about whether this system could be restored ; for the 
reserves have not been large enough to assure the world that 
Britain could keep a floating rate under control. Devalua- 
tion or a floating rate have never been an alternative to high 
interest rates. High rates have reflected not only Britain’s 
inflation and its great demand for capital investment, but 
also its deficiency of liquid capital. It follows that, to get 
rates down, it is not enough—though it is, of course, one 
prerequisite—to end inflation. Britain also needs an in- 
jection of more international reserves, perhaps on the lines 
suggested by Sir Oliver Franks. All this is unexception- 
able; though the prospect for imterest rates here might 
surely be altered, too, by a really big change in the climate 
of the world economy. 


CONSOLS 
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in Rhoanglo and which is underwriting the issue, has just 
raised some new money over here ? Were the cash options 
turned down because if the options were exercised in this 
way that would in effect amount to a further cash issue ? 

Whatever the reason, all that the CIC’s intervention has 
done is to drive the ownership of Rhodesian Anglo 
American still further overseas. British shareholders have 
now been given the right to apply for £500,000 of the 
loan stock (so they may not get all they apply for) and 


THE YEA AND THE NAY 
Appili- 


aeaieiais Allowed Refused 
£mn £mn £mn 


Amount 
refused 
per cent 


1,087 -8 16- 
1,056 -2 32: 

964-6 90- 
1,369-1 333- 


I- 
3- 
8- 
9- 


I 


Of which: Overseas (excl. 
governments) :— 


3: 3: 
° 6- 9- 
5: 5- 0- 
1. 222: 68: 
they will be able to exercise their options only by. the 
surrender of stock. The remaining £33 million of the 
stock is offered to overseas resident shareholders, who 
alone in effect will be able to secure excess allotments. 
Thus the new money for the copperbelt will be provided 
either through full application lists from the public or 
through Anglo American, which can either take up the 
stock as an underwriter or apply for excess stock as a 


shareholder in Rhoanglo. 


BANK CREDIT 


Advances Lose their Buoyancy 


CLEAR indication of the falling pressure on bank 
A advances emerges from the latest quarterly classifi- 
cation published by the British Bankers’ Association for the 
three months to mid-February. This is a quarter in which 
demands on the banks are seasonally heavy, because money 
is needed to pay tax bills and carry stocks over the slack 
period before the spring. This year’s increase is much 
smaller than usual, at £9.6 million. Advances by the clear- 
ing banks are up by £17.8 million ; the other banks show 
a reduction, by £8.2 million. 

The slackness-of advances is fairly evenly spread through- 
out the classified groups. The only notable increases are 
for engineering and textiles other than cotton and wool, 
which have usually shown a strong increase at this season, 
and for quarrying—up suddenly from £3.7 million to £8.5 
million, presumably representing some involuntary stock- 
building by those who supply the building industry. Agri- 
culture and the food, drink and tobacco group show notable 
declines, and are also considerably below their levels of a 
year ago. The nineteen industry and trade groups together 
show a net rise of £2.9 million, the smallest in recent years ; 
advances to these groups are now a little below their levels 
of February, 1957. In the financial and miscellaneous 
sector there are small increases to the personal and pro- 
fessional group, and to the other financial group (which 
includes the big financial corporations, and which made a 
big repayment in the preceding quarter). 
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STOCK EXCHANGE TRENDS 


The Folklore of the Market 


A FEW academic minds have occasionally been turned 
towards stock market values ; Lord Keynes was no 
mean prophet and there have been other successes. How 
should one assess Professor Sargant Florence who, now 
engaged in a wider study, contributes an article in The 
Three Banks Review on what he calls the “ folklore ” of 
the stock exchange ? He looks for statistical correlations (if 
any) between dividend yield and capital gains and between 
earnings yield and capital gains on ordinary shares over 
the fifteen years between September, 1936, to September, 
1951. It was a period of inflation, beginning and ending with 
a peak of a stock market boom. Investors in 1936 were not 
buying equities in anticipation of fifteen years of inflation, 
of war or of a Labour Government ; their short sight was 
focused on the first effects of Britain’s limited prewar 
rearmament programme. The whole was a period of big 
changes in taxation, company structures, company law and 
in the composition of the investing public. Throughout 
much of it dividend restraint was common doctrine. Would 
Professor Florence’s findings hold good for more recent 
years when dividends were being pushed up? Perhaps it 
would be better to look at his survey as a piece of economic 
history rather than as a representative period. Granted 
that limitation, how useful or valid are Professor Florence’s 
conclusions? 

Statistically, he concludes, there is “ partial” confirma- 
tion of the “ folklore” that in a period of inflation highly 
geared equities will gain more in capital value than lowly 
geared ones ; that there is little or no evidence that equities 
with high earnings yields at the beginning of the period 
will gain more in capital value than those with low earnings 
yields ; and that there is absolutely no statistical evidence 
that equities with low dividend yields at the beginning of 
the period will gain more in capital value than equities 
with high dividend yields at the beginning of the same 
period. Do these conclusions add up to anything more 
than a statement that investors do not always make the 
right pick? Moreover, Professor Florence has treated 
earnings yield and dividend yield as independent variables. 
Surely, it is the ratio of earnings yield to dividend yield 
that matters. Has Professor Florence considered testing 
the behaviour of equities according to the relationship 
between, say, earnings and dividends yields through the 
well worn device of times covered? 


The Myth of the Market 


uT Professor Sargant Florence makes the greatest play 

with a discovery that over a period dividend gains 
(that is the sum of dividends received) are closely correlated 
with capital gains. No investor had ever assumed otherwise. 
Although to different types of taxpayer the two have differ- 
ent weights they are still two sides of the same coin. An 
investor buys shares in the expectation that earnings and 
dividends will rise, carrying the price of the shares up. 
What Professor Florence has sought to destroy is not a 
criterion of investment policy but an insubstantial myth 
which does not impinge on any investment decision. His 
findings, which in effect boil down to the statement that 
high yielding shares over a long period of time may do 
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High-pressure 


The higher the pressure and temperature the higher the 
thermal efficiency attainable in a boiler. With thirty years’ 
experience of large power station and industrial steam 
plant, Simon-Carves have for some years been developing 
designs for extra-high-pressure forced-circulation boilers 
capable of steaming at ‘ super-critical ’ pressures, with a 
marked increase in thermal -efficiency and many other 
advantages, They are now building for the Steel Company 
of Wales the first such plant in Britain, which will generate 
240,000 Ib per hour of steam at 3,300 Ib per square inch 
and 1060°F with re-heat to 840°F—the most advanced 
steam conditions ever commercially used in this country. 


research and 
development 


Dudley Foundry Co Ltd 
Thos. Adshead & Son Ltd 
Sandholme Iron Co Ltd 
Tyresoles (Overseas) Ltd 
Tyre Products Lid 

and overseas companies 


Simon-Carves Ltd 

Simon Handling Engineers Ltd 
Henry Simon Ltd 

Huntington, Heberlein & Co Ltd 
Chemical Engineering Wiltons Ltd 
Turbine Gears Ltd 

Simon Engineering (Midlands) Ltd 


ENGINEERS, DESIGNERS AND CONTRACTORS TO WORLD INDUSTRY 


HS294 


S Ig fly superbly 


all over the world 


Technical efficiency and reliability second to none 
. such meticulous maintenance, such strict 
schedule-keeping . . . more care for the comfort of 
passengers (such as the new Royal Viking lounges 
for trans-Atlantic travellers at no extra cost)... 
famed Scandinavian hospitality, wonderful cuisine 
—that’s why SAS hold their foremost position in 
World air travel. 
Pioneers and acknowledged leaders in Polar 
flights, SAS span the World, flying to 84 cities 
in 42 countries on 5 continents. 


ask your Travel Agent— 


he knows S ag 


SCANDINAVIAN AIRLINES SYSTEM ik 
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as well as low yielding ones, will not a'ter the way an 
investment decision is taken. An investor will continue 
to look at the relationship between current earnings and 
dividends, at the management of the company, and at 
economic and industrial prospects. He will continue to 
make ad hoc decisions ; some of his guesses will be right 
and some wrong. 


NICKEL 


Production Cut Back 


OPPER, aluminium and now nickel: one by one the 

metal producers, seeing demand falling away just at 
the moment they had new capacity ready to go into produc- 
tion, are being forced to cut back output. International 
Nickel, producing about 25 million lb of nickel a month out 
of a free world total of 40 million Ib, is cutting its nickel 
production by Io per cent, or 2} million lb a month. The 
company is still the dominant seller in the western world, 
though its share in world production has been declining. 
Current production of this and other producers is now much 
in excess of market demand as well as of consumption ; 
stocks of unsold nickel in the hands of the company and the 
United States government are close to 100 million lb, and 
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that excludes stocks held by the American stockpile and by 
consumers. The 10 per cent cut is described by the company 
as the minimum required at present. It is accompanied 
by a similar cut in the output of subsidiary metals refined 
from nickel ore, including copper and platinum. The 
surplus has arisen largely because of the depressed state 
of the US steel industry. Defence needs and stockpiling 
had accounted for about 40 per cent of world consumption 
and were responsible for the stepping up of production. 
The fall in defence requirements freed more nickel for 
civilian use and the additional supplies were readily 
absorbed until the recession gathered momentum. The 
suddenness of the turn round in the market looks surpris- 
ing. Mr John F. Thompson, the chairman of International 
Nickel, explains it thus: “Civilian industry, accus- 
tomed for eight years to thinking in terms of inadequate 
supplies of nickel, has not had sufficient time to adjust itself 
to conditions of plentiful supply.” 

But there is ample evidence in the full report of Inter- 
national Nickel that the company has not lost faith in the 
longer term outlook. It is pushing ahead with the develop- 
ment of new sources of supply in Manitoba, due to come 
into production in 1960. Last year capital expenditures 
at $44 million were the highest in the company’s history. 


But they will be dwarfed this year when further outlays 


Procrustes Flies the Atlantic 


EN days from now, on April Ist, the 
T 14 airlines operating on the North 
Atlantic will introduce their new, third 
class services at fares 13 per cent below 
current tourist rates and 20 per cent 
below the higher tourist fares that will 
also be brought in then. 

For a price concession as high as £40 
on a London-New York return ticket, 
the airlines expect to extract a decent 
toll of discomfort from their passengers, 
The scale drawings on the right show 
very roughly (perhaps not too unkindly) 
how it is intended to combine this with 
the packing of an extra number of seats 
into a given section of cabin. 

The most precious commodity on an 
aircraft is leg room, measured from the 
back of one seat to the back of the next. 
The technical term for it is “ pitch.” 
Secondarily, it is governed by seat 
design. The practice among airlines is 
to provide a lavish allowance of leg- 
room on de luxe services: the top 
drawing illustrates the 54-inch pitch 
used by BOAC. For standard first-class 
services (not illustrated) the pitch is 
generally 42 inches although on one or 
two airlines it is as little as 40 inches. 
On tourist services, the majority of air- 
lines provide for a 39-inch pitch, but 
some, such as SAS, Swissair and Iberia, 
have trimmed this to 37-38 inches. 

The new third-class service is, by a 
definition agreed between the airlines, to 
have a pitch of no more than 34 inches. 
Ideally, this would require a rather 
smaHer human race.. Practically, it has 


led to a flurry among seat designers to 
make it possible for third-class pas- 
sengers to stretch their feet as far as 
possible beneath the seat in front, of 
which the back will otherwise be 
jammed hard against their knees. The 
average width of seats, measured 
between the arms, fluctuates at present 
around the 18 to 19 inches average ; on 
third-class services this is being trimmed 
to 17 inches—or in the case of BOAC, 
16; inches, which threatens to be a 
tight fit for some passengers. 

Meals are—again by  definition— 
limited to sandwiches and hot drinks 
but since the term covers Scandinavian, 
or one-slice-of-bread sandwiches as well 
as British, or two-slices-of-bread ones, 
the real difference is that third-class 
passengers will get cold meals only. Fear 
of what might happen were every pas- 
senger to board the aircraft with his own 
lunch-box, has prevented the airlines 
from imposing more spartan standards. 

Aware that they are in fact charging 
the tourist passenger £8 an inch for each 
of the 5 extra inches of leg room that 
he enjoys over the third-class passenger 
(or more on services where tourist pitch 
is below 39 inches), many airlines are 
trimming their tourist services to vanish- 
ing point. Both SAS and El Al are 
abolishing them entirely ; Swissair is 
providing only four tourist to 57 third- 
class seats on its newest aircraft ; bigger 
operators such as Pan-American and 
BOAC have reduced their tourist seats 
to about 20 per cent of the total. 


is 
a Tale 
Shear 


Dimneiie between seats 34" J 
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on the Manitoba project are expected to raise total expendi- 
tures to between $60 million and $70 million. This does 
not suggest that the International Nickel directors are taking 
a “bearish” view. They have chosen to cut production 
rather than to reduce prices and British consumers will 
still have to pay £600 a ton for the metal. It remains to 
be seen how this cut back in production will affect 
shareholders in International Nickel, who received a 
maintained dividend of $3.75 per common share for 1957 
despite the decline in earnings from $6.50 to $5.90 
per common share. 


ATOMIC POWER 


The Next Stage 


PEAKING On separate occasions in London this week, 

Sir John Cockcroft and Sir Christopher Hinton (now 
chairman of the Generating Board) both confirmed that 
after a period of considerable confusion—lasting several 
years—a firm decision has been made on the shape of a 
nuclear power station to succeed Calder Hall. Having experi- 
mented with most of the exotic designs popular in America 
and on the continent, Atomic Energy Authority engineers 
have come by process of elimination to believe that the 
economic future of nuclear power lies not with these but 
with what amounts to a hotted-up version of the classic 
Calder Hall system. A sharp rise in gas temperatures should 
lead to an equally sharp drop in capital costs—which at 
present limit the Calder Hall system to base load operation. 
The technical difficulties associated with the use of high 
gas temperatures are severe, but in theory at least well 
within present engineering technique. 

These are matters of acute concern to the four or five 
consortia in British industry working on big power station 
design. The managing director of GEC’s atomic division 
said last week that, where eighteen months ago his company 
submitted tenders for a twin-reactor power station of 375 
megawatts of electrical output, they could today offer an 
output of 800 megawatts from an installation of precisely 
the same size, with a capital saving of 20 per cent per 
kilowatt. Other companies are making roughly similar 
progress and if the Generating Board takes full advantage 
of these technical improvements, only six more stations 
will be required to meet the existing nuclear power pro- 
gramme. The shadow of unemployment—or at least under- 
employment—lies across the consortia’s drawing offices ; 
a useful volume of new orders depends on just such a tech- 
nical break-through to find a reactor suitable for part, and 
not exclusively for base, load operation. 

The AEA’s choice of this particular reactor system, after 
such lengthy examination of more fashionable alternatives, 
suggests that the research programmes of the European 
members of the Euratom or OEEC atomic organisations 
might be advised to take a closer look at their own essen- 
tially conventional research programmes before committing 
themselves to expensive experiment with what—if the 
British view is correct—are out-dated and discredited con- 
cepts. Sir John Cockcroft, who is now the sole arbiter of 
nuclear research in this country, is a man whose views are 
strongly held but never lightly arrived at ; it would be quite 
wrong to think that each. of the reactor types which Sir 
John said had been examined and rejected did not at one 
time have their supporters inside the AEA. 
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MANUFACTURERS’ STOCKS 


Not Much Stockbuilding? 


ANUFACTURING Output rose only slightly last year ; 
over the same period, the prices of some of the raw 
materials used fell; and the increase in the prices of 
finished manufactures was much slower than before. So it 
is not really surprising that the total value of manufacturing 
stocks increased much less last year than in any year since 
the Board of Trade’s survey of stocks started in 1954. . In 
total value stocks rose by about 8 per cent, compared with 
increases of 10 per cent in 1956 and 13 per cent in 1955. 
During the last three months of the year the total value 
did not change at all, small increases in the value of stocks 
of raw materials and finished goods about offsetting a 
decline in the value of work in progress. 


End- End- End- End- 
(End-1955 = 100) March June September December 
Oe faiels ekaes aa asin a 88-5 
Sana Kaxune 93-5 95-5 98-3 100-0 
Wee ceertaues 103 -9 107-0 108-4 109-9 
SSP. 6e ss saecce 114-5 116-2 118-5 118-4* 


* Provisional 


Among particular groups of industries, the year’s increase 
in stocks—up to last September, that is, as details for the 
final three months are not yet ready—was smallest in the 
food, drink, and tobacco trades. Between the autumn of 
1956 and 1957 the stocks and work in progress of those 
industries rose in value by about 6} per cent. The metal 
manufacturing, engineering, shipbuilding and vehicles group 
of industries, on the other hand, increased their stocks 
by some II per cent. 


STOCK EXCHANGE STATISTICS 


Sizing Up the Market 


oR those who like to know the size of things, the annual 
F publication, “Interest and Dividends upon Securities 
Quoted on the Stock Exchange, London,” will have its 
attractions. Whether it adds a great deal to knowledge 
about stock market behaviour—especially when there are 
such unfilled statistical gaps as figures for turnover in the 


1955 1956 1957 
£ million £ million £ million 
Nominal capital* :— 
PL eee eer 20,546 21,577 21,563 
Preference capital ....... 1,224 1,240 1,250 
Ordinary capital ........ 3,226 3,492 3,793 
WO Nicki ehedditence 24,997 26,309 26,605 
Market value* :-— 
eee 17,218 16,831 16,531 
Preference capital....... 1,190 1,059 1,032 
Ordinary capital ........ 10,171 9,530 10,880 
WEGs cencaccddcuns 28,579 27,240 28,443 
Gross interest & dividendst :— 
ger tere rece 627 676 694 
Preference capital ....... 73 73 71 
Ordinary capital ........ 524 567 603 
WOON 6664k6R4csEd es 1,224 1,316 1,369 


*Atend jung. t Paid during the calendar year. 


market—is another matter. How big the London Stock 
Exchange is can be seen in the accompanying table. The 
compilers of these statistics suggest that out of the gross 
total of interest and dividends for 1957 of £1,369 million 
(up by 4 per.cent.on the 1956. total) not more than {£500 
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million can “ possibly reach the pool of personal disposable 
income.” 

In the year to end-June, 1957, there was an increase in 
the market value of quoted securities, all of which being 
accounted for by the rise in the value of ordinary shares. 
Since June, however, stock market prices have fallen heavily 
and an additional estimate in the booklet shows that the 
value of all securities over the year to December 31st last 
fell by £1,500 million to £23,371 million. Excluding new 
issues made last year, the fall amounted to £1,200 million, 
of which £804 million related to fixed interest stocks and 
£396 million to ordinary stocks. 


THE TERMS OF TRADE 


A Further Improvement 


HE cost of British imports declined still further in 
is February while at the same time the index of export 
prices moved up a point in contrast to the fall in the previous 
month, As a result there was, on the conventional reckon- 
ing, a favourable movement of two points in the terms of 
trade (the ratio of the cost of imports to exports). 

But these price movements may be a mixed blessing to 
British trade. With world markets shrinking it is hardly 
good news that there have been increases in the British 
export prices of cotton goods, synthetic yarns and fabrics, 
and many engineering products, even though the total effect 
is only small. 


CHANGES IN TERMS OF TRADE 
1954= 100 


Import prices Export prices Terms 
Basic Engineering _ of 
Total Food materials Total products trade 


103 10! 104 102 103 101 
105 101 106 106 107 99 
107 101 110 il 112 96 


103 98 107 113 93 
November... 103 96 107 93 
December ... 101 96 104 5 91 


1958 :— 
100 95 102 114 91 
February .... 99 94 10! 115 89 


On the import side, there were declines in the prices of 
butter, eggs, potatoes and sugar and, among basic materials, 
wool, rubber, iron ore and scrap, and copper. Imported fuels 
also fell in price—the first change recorded in the index 
since last October. How much more Britain may hope to 
reduce import costs is doubtful ; the downward trend of 
commodity prices seems to have levelled. off in the last 
few weeks. 


MOTOR INDUSTRY 


Output Keeping Up 


oR the last four months motor car manufacturers have 

been producing at the rate of between 4,100 and 4,200 
vehicles a day, 75 per cent more than in the same, petrol- 
rationed months of last winter. February’s total of 83,459 
cars, some 4,173 a day, was slightly lower than in January 
but BMC lost some output last month through labour dis- 
putes. Almost half of this record, but since November 
largely level, output has been shipped to overseas markets ; 
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exports account for 165,600 of the 344,000 cars produced 
during the four months. Most of the rest have been going 
into dealers’ stocks at home in anticipation of a really good 
opening to the main selling season this spring. Another 
month should show whether these hopes are to materialise, 
The current rate of van and lorry production, some 
1,300 vehicles a day, is also much better than a year ago, 
but only 36 per cent more than the really low figures of 
last winter. Both output and exports of commercial vehicles 
last month were fractionally better than in January. But 
this side of the motor industry is still producing 8 per cent 
fewer vehicles than the rate of 1,410 a day that it was 
managing two winters ago while production on the 
passenger car side is now 15-16 per cent higher. 


METAL FATIGUE 


The Last Straw 


NDERSTANDING of metal fatigue took a big step for- 
U ward following the Comet inquiry in 1954-55, but 
not far enough to prevent the British European Airways 
Viscount, Whisky Echo, from crashing in March last year 
when fatigue fractured one obscure ;%; inch bolt in the 
wings. The report of the inquiry into this crash, 
published last weekend, left no doubt that fatigue was 
the cause. 

Whisky Echo was the first of a limited series of Viscounts 
known as the 701 series. It had been used extensively by 
Vickers for flight tests and then by BEA for pilot training : 
by the time of the crash it had done the second highest 
number of take-offs and landings of any Viscount built. 
The flap mechanism was modified on this and 21 other 
Viscounts .after they had been built, and a minor part of 
the work involved enlarging certain bolt holes that held 
the guide rails on the wings to take a fractionally larger 
diameter bolt. It was an awkward and inconvenient job to 
do, and on Whisky Echo the holes in one guide rail got out 
of alignment in the process. When the aircraft was coming 
in to land the bolt sitting uneasily in those holes broke as 
the flaps slid down the guide rails. Air pressure forced 
up the loosened corners of the flaps, and the aircraft started 
to bank gently to the right. As it did so broken components 
inside the wing nipped the control wires running to the 
ailerons and paralysed the control system of the aircraft, 
which went on to crash into houses close to the end of the 
runway. A high proportion of “ fatigued” bolts were sub- 
sequently found on other Viscounts modified in the same 
way as Whisky Echo. 

A break of this kind would not have been serious had the 
aileron controls not tangled with the broken metal. Nor 
would it necessarily have happened at that time if a lug had 
not broken first and thrown an extra load on the offending 
bolt (which, however, it was designed to carry). But break 
it would have done, at some time or another, because of 
the fatigue stresses to which it was subject. The first 
lesson of this crash is that single bolts in tension should 
not be used as the sole support for primary structures 
(Viscount flap attachments have already been modified to 
divide the load). The second is that a higher standard of 
workmanship is needed throughout the entire structure of 
am aircraft than is always realised. This is a point that the 
Air Registration Board has been attempting to drive home 
to the industry for some time. 
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SHORTER NOTES 


Mr S. R. Hogg, a chartered accountant, has been made 
chairman of Canadian and English Stores, taking the place 
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debt owed directly to household goods shops but debt to 
the finance houscs rose by about £5 million, mainly reflect- 


of Lord Milner. Mr Hogg was the chairman of the share- 


holders’ committee which recently published a critical 


report of the affairs of the company. 


* x * 


Hire purchase and other instalments debt rose about 
£4 million (1 per cent) in January to an estimated figure 
of £488 million at the end of that month. 
a seasonal reduction of about £1 million in the instalment 


GALLAHER 


ALLAHER is the exceptional tobacco 
G company. Its profits and dividend last 
year went up, while those of other tobacco 
manufacturers went down. The compari- 
son is not entirely fair to Gallaher’s 
biggest rival, whose accounts are drawn 
up on October 31st and include only 
about one month of the higher selling 
prices while Gallaher’s year to December 
31st included about three months of 
higher prices. But that price advantage 
cannot be the only reason why the 
trading profits of the Gallaher group 
have risen from £5,060,995 to £6,562,896 
and, within that total, the trading profits 
of the parent company from £4,238,442 
to £5,626,022. It is clear that in the 
home market Gallaher, and especially it 
may be assumed “ Senior Service ” cigar- 
ettes, gained ground in competition. The 
biggest trade competition comes from 
“Players”, manufactured by Imperial 
Tobacco which has always refused 
either to confirm or deny that it is a big 
shareholder in Gallaher. 


Imperial Tobacco reduced its ordinary 
dividend from 21 to 20 per cent, even 
though, as Lord Sinclair made clear at 
the annual meeting this week, there may 
be an improvement in “Imps” profits 
this year. Gallaher has raised its ordin- 
ary dividend from 17} to 20 per cent. 
Some improvement in Gallaher’s net 
earnings (which have risen from 
£2,143,494 to £2,887,179) and some 
increase in the dividend has been antici- 
pated in Throgmorton Street. But after 
the dividend announcement the £1 
ordinary stock units rose from 23s. to 
248. 3d., to yield 8} per cent, as compared 
with nearly 10 per cent offered by 
“Imps” at 4os. 3d. 


AEI and ENGLISH ELECTRIC 


7 coincidence in timing of Sir 
George Nelson’s speech to the share- 
holders of English Electric and the pub- 
lication of the admirably full accounts 
of Associated Electrica] Industries make 
a comparison between the experience of 
these two giants of the electrical manu- 
facturing industry inevitable—and in- 
structive. Do the differences arise 


simply because the range of goods made 


ing increased credit for commercial vehicles and second- 
hand private cars. 


* * * 


_ Appearing before the Railway Staff National Tribunal 


this week during the hearing on the railway unions’ wage 
claims, Mr A. B. B. Valentine let it be known that the 


There was 





by the two groups is not the same? Do 
they reflect the fact that English Electric 
manufactures aircraft and AEI does not? 
Or are there more fundamental causes? 

Last year AEI secured the bigger ad- 
vance in turnover: its sales rose by 12} 
per cent to about £150 million, while 
English Electric’s sales rose by 4 per 
cent to approximately the same figure. 
But it is English Electric which possesses 
the bigger order book ; at the end of the 
year the value of its uncompleted orders 
was £250 million, against £180 million, 
while the value of uncompleted orders 
on AEI’s books was £180 million, against 
£152 million. Both groups are big ex- 
porters and both see potentially big 
markets in the growing demand through- 
out the world for electric power. Pre- 
sumably Lord Chandos, the chairman of 
AEI, will not disagree with Sir George 
Nelson’s summing up of export pros- 
pects: “There is as yet no evidence of 
a serious diminution in the rate of in- 
coming export orders. Nor have we 
experienced any unusual cancellation of 
existing orders. Our order book is very 
satisfactory and, as the situation is to- 
day, I think I can say we have no great 
cause for anxiety. Nevertheless, if the 
North American recession were to 
deepen, and to extend beyond, let us say, 
the end of 1958, cause for anxiety might 
develop.” 

The most striking difference between 
the two groups is to be found in their 
profit margins. English Electric’s sales 
rose by 4 per cent and its gross income 
before tax by 2.7 per cent (from 
£6,735,195 to £6,916,989) but for tran- 
sitional losses on Vulcan Foundry its 
margins would have been better still; 
AEI’s sales rose by 12} per cent but its 
gross income before tax fell by 3.1 per 
cent (from £10,307,614 to £9,988,476). 
It looks as though AEI was less suc- 
cessful in combating the pressure of 
higher wages on margins than was 
English Electric. 

Last year English Electric raised about 
£16} million by a rights issue of ordinary 
shares and by a debenture issue and 
though its working capital commitments 
have again risen it has no immediate 
intention of coming to the market for 
more new money. AEI did not come 
to the capital market last year. May it 


Transport Commission’s deficit for 1957 was “some 
millions higher ” than the 1956 loss of £543 million and 
that the outlook for 1958 is, at the moment, “ no brighter.” 
Accordingly, certain economies in working expenses and 
services have had to be made. 
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be its turn to do so soon? Its net fixed 
assets have risen from £33.7 million to 
£41.9 million, its stocks from £64.9 
million to £66.9 million and its debtors 
from £38.1 million to £44.1 million. In 
the meantime, its holdings of liquid 
assets have fallen sharply from £10.3 
million to £2.1 million and its bank 
overdrafts have risen from £275,000 to 
£6.3 million. Both companies last year 
left their ordinary dividends unchanged 
(at 14 per cent for English Electric on 
its increased capital and at 15 per cent 
for AEI on its unchanged capital). Both 
companies’ {1 ordinary stock units are 
quoted at the same price—49s. 9d., 
though the AEI stock is ex-dividend 
and the English Electric stock is not. 
Thus the AEI equity offers a bigger 
yield—just over 6 per cent, against 5% 
per cent offered by the English Electric 
units. 


J. LYONS 


TT steps that the directors of J. Lyons 
have taken along the road towards 
more liberal dividends are easily traced. 
Last year, the ordinary dividend was 
raised to 25 per cent after ten years of 
an unchanged payment of 22} per cent. 
Then in November the interim dividend 
was raised from § to Io per cent, accom- 
panied by the conventional warning that 
higher interim did not necessarily imply 
an increase in the total distribution. 
Then a 100 per cent free scrip issue 
was announced unaccompanied by any 
statement about dividend policy. It 
was that significant omission that made 
investors take notice. The “A” shares 
were marked up and there was talk of 
a possible final payment of Io per cent. 

The stock market was not far out in 
this guess. The directors have now said 
that, barring unforeseen circumstances, 
the final dividend on the increased capi- 
tal will be 1s. 10d. per £1 share (or 
gi per cent). Thus the effective increase 
in the total dividend on the {1 shares 
will be from 2s. 6d. (or 12} per cent) 
to 2s. 10d. (or 14} per cent) on the 
new capital. The “A” shares still in 
their old form were marked up on this 
news from 98s. 9d. to 101s. The pro- 
jected dividend yield is £5 12s. per 
cent. 




































































BRADFORD DYERS 


* June, 1956, Bradford Dyers Associa- 
tion sold its controlling interest in 
Beida Dyers to an Egyptian bank. This 
company was a big profit earner for the 
BDA group and in 1956 the omission of 
its earnings from the consolidated ac- 
counts brought profits sharply down— 
from £2,149,005 to £1,051,093. Bradford 
Dyers has still not received any dividend 
on its minority shareholding in Beida 
Dyers nor any interest accrued on its 
bank deposits of £1,126,021 in Egypt. 
Both remain sequestrated. 


Thus the accounts both for 1956 and 
1957 are ex Beida Dyers. The com- 
parison between them does not inspire 
optimism. The consolidated trading 
profit has fallen by £175,406, to £875,687. 
But within that total, profits of overseas 
subsidiaries (down by £106,666 to 
£152,979) have fallen much more sharply 
than profits of the British parent and its 
British subsidiaries (down by £68,740 
to £722,708). An interim statement last 
July suggested that the trouble was not 
a contraction in trade at home but a 
further reduction of profit margins in 
competitive markets. The same factors 
undoubtedly apply to the full year’s 
trading, with the additional possibility 
that trade may have been contracting in 
some countries overseas. 


The net profit of the group has fallen 
from £277,231 to £195,754 and, following 
the cut in the interim ordinary dividend 
from 4 to 3 per cent, the final payment 
has been halved, from 6 to 3 per cent. 
The total dividend is thus cut sharply, 
from 10 to 6 per cent, and on this an- 
nouncement the £1 ordinary stock units 
lost Is. 43d. to 12s. 10}d., to yield 9.3 
per cent. 


DE BEERS 


UYING De Beers deferred shares is 
the direct route into the heart of the 
diamond syndicate. Through De Beers, 
the Oppenheimer interests control a 
rich group of diamond producers in 
Southern Africa and De Beers controls 


BANK RATE Or 
1958 


[\ 
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through direct and indirect sharehold- 
ings the Central Selling Organisation. 
Unfortunately the preliminary an- 
nouncement for 1957, leaving the 
dividend unchanged for the seventh year 
running at 200 per cent, is as 
sparse and unsatisfactory as its prede- 
cessors. Perhaps soon the directors will 
see that a preliminary statement which 
merely records the net profit of the 
parent company and not the group profit 
is not in keeping with modern practice. 
The net profits of the parent company, 
which last year rose from £9,574,847 to 
£10,303,500, relate to some of the dia- 
mond mines controlled by De Beers in 
the Union; they are largely gem pro- 
ducers and some increase in their earn- 
ings was the inevitable product of bigger 
sales of gem stones last year. But the 
net profits as shown in the preliminary 
statement exclude the earnings of Pre- 
mier, the big producer in the Union 
of industrial stones, of Consolidated 
Diamond Mines of South West Africa, 
a big money spinner on the gem side, 
and of the various investment and 
finance companies which link De Beers 
to the diamond syndicate. 


PRUDENTIAL ASSURANCE 


ARD on the heels of a similar scheme 

by Pearl Assurance, the Prudential 
Assurance Company announces the sub- 
division of its shares to make their mar- 
ket prices less “heavy”. Its £1 (fully 
paid) “A” shares are to be sub-divided 
into five shares of 4s. each and its £1 
(4s. paid) “B” shares into four shares 
of 5s. each (1s. paid). This should 
improve marketability, but after the 
announcement the “A” shares were little 
changed at £383 (equivalent to 155s. in 
the new form) and the “B” shares at 
126s. 3d. (equivalent to about 31s. 74d. 
in the new form). On Thursday the 
directors announced that the tax free 
dividends on the “A” shares (in their old 
form) was to be raised from 26s. 6d. to 
29s. 6d. per share and on the “B” 
shares (also in their old form) from 
3s. 6d. to 3s. od. per share. 
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London Stock Exchange 


FIRST DEALINGS: Mar. 12 Mar. 26 April! 16 
LAST DEALINGS: Mar. 25 April 15 April 29 


ACCOUNT DAY: April 1 April22 May 6 


FTER small losess earlier in the week, 


gilt-edged stocks turned firmer on - 


Tuesday and remained steady up to 
the Bank rate announcement. After the 
reduction in Bank rate, prices moved 
up—notably in the new Dominion and 
Corporation stocks. 

Cinema shares were bought in the 
hope of tax concessions in the forth- 
coming Budget, Rank Organisation 
gaining 6d. to 6s. 9d. Tobacco shares 
also rose, BAT gaining Is. 43d., to 
41s. 43d. while Imperial Tobacco 
hardened on the chairman’s statement, 
and a further improvement followed the 
raising of Gallaher’s dividend. Losses 
predominated in other sections ; Hawker 
Siddeley fell 1s. 3d. to 26s. and Hudson’s 
Bay dropped 6s. 3d. to 153s. 9d. A small 
rally in steel shares regained earlier 
losses, but South Durham declined a 
further 9d. to 19s. 6d. on the issue and 
Colvilles’ convertible debenture was 
lowered 2} to a discount of 4. These 
movements took place before the change 
in Bank rate. After the Bank rate reduc- 
tion all sections of the industrial market 
were firmer though the volume of buy- 
ing was not large. 

Oil stocks were depressed for most of 
the week and a rally which started on 
Wednesday left considerable falls. on 
balance; British Petroleum dropped 
3s. 14d. to 88s. 9d. before recovering on 
Thursday to92s. 103d. and Canadian Eagle 
registered shares fell 2s. 9d. to 48s. 6d. 
Kaffirs improved, the older mines being 
especially favoured, City Deep rising 


gd. to 14s. 3d. and Consolidated Main ~ 


Reef 1s. 6d. to 14s. 6d., but Union Cor- 
poration fell on the decline in profits. 
Though movements in base metal shares 
were mainly downwards, Nchanga fall- 
ing 3s. -9d. to 181s. 3d. and Tanganyika 
Concessions 2s. 73d. to 49s. 3d. xc, Ban- 
croft and Rhodesia-Katanga made a fur- 
ther smal] recovery. 
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| ° °% | BANKs & DiscouUNT l a ‘di & 0} 1 
w9 l196 | Sal 8 dBR Tan &S. Amer {1 286 | 286 & 4 | 29/- | 20/3 | t2'a 110 dCons. Tea & Lands.£1 20/- (20/6 21 4 3 
4/3 | 40/- | 6a| 6 b\Barclays Bank 40/3 | 40/6 |518 6}, 92/6, | 486 | 15 6 | GlaCons. Zinc Corp. ...£1, 48/— | 46/9 | 9 110 
5 3 27 /6 4 a 4 b Barclavs D. ya ~~. tugs Ht 28 “a 28 = 5 14 3 113 1} 81 3 80 a 120 b De Beers Def. Reg. 5 - 99 44 96 a 10 7 4 
42/6 | 34/6 lla Thb Chartered Bank {1 37 /-* 35/6* |8 9 O 83/1 58 7} 20 b 40 a Free St: ite Geduld.5/- 81/3 80/- 315 0 
51 3 | 42 ‘9 6ha 64) I Jovds Bank 7 ean 42 /3 41 3 | b 6 0 12 103 7 3 | 30 c 30 ¢ London Tin eocceee 4/- 7 4} 7 1} 16 17 0 
66/74 | 68 /_ 9a S iMidies’s Beak |_| {1 58/- 57/9 6 48 56/74 | 45/- | 50a 50 b President Brand ..5/—- 50/43 | 49/10310 0 6 
0/6 | 28/6 54 5- bNat. Discount ‘Bf 30/3 29/9 614 5 24/9 | 13/104 84a 1636 Rho. Selection Tst.5/— 15/4} | 15/9 | 7 18 97 
5] 6 | 39 3 64a 646 Union Discount. icon 45 3 | 43 9 5 14 3 42} | 23} } 175 b 25 a Rhokana Corp. coe £1 23} 22? 8 15 10j 
: | INSURANCE. [Se alee 55/- | 41/- | 30 6 12}a United Sua Betong.{], 48/9 | 49/6 |17 3 4 
k 4h | 61/7h | 4340, 30 @Commercial Union 5/-| 69/- | 68/- |5 7 10 88/44 | 58/1 | 606 60 a Western Holdings.5/- 91/3 | 91/3 | 611 6 
1/6 1102/6 40 a|- 60 a Legal & General ..5/-/118/9 113/9 |4 6 Od ; 
13/9 | 87/6 | +50 5b] +20 a'Pearl............ -—| 97/6 | 976 |6 410 
46 | 34$ |4125 c\t132}c\Prudential ‘A’..... 1; 38} 383 |518 9 
— eo New York Closing Prices 
32/6 | 26/4) | 10 a 36 bBass .........64. 5/-| 32/9 | 33/- [619 5 aan we) RENE ro + 
%/9 | 19/7 | 183c| 74cDistillers......... 8} 20/1 | 20/- }6 5 O Mar. | Mar. Mar. | Mar. | Mar. | Mar. 
4/9 | 36/- 10 @ 15 bGuinness........ 10/4 37/3 | 37/9 |612 5 12 | 19 _12 | 19 12 | 19 
81/3 | 63/6 8 a| 17 b Whitbread ‘A’..... £1| 16/6 | 76/6 |6 5 9 $ | $ si; $ $ | $s 
| Motors & AIRCRAFT Alumin’m Ltd.} 31} 30% (Crown Zeller..| 464 | 464 Penns. R.R...| 12 11} 
21/6 | 11/ 646, 3a Bristol Aeroplane 10/- 10/7} | 10/43 | 9 12 9 JAm. Smelting.| 43} | 43} [DuPontdeNm./181} 176} |Sears Roebuck| 27k | 26% 
we &. se _ ary Lae rag Te oe 5/- aa | in : 8 12 : Amer. Tel. .. Ford Motors. | 40% | 40} Shell Oil ..... | 68} | 67 
- / a Ford Motor ....... 5 0 Am. Viscose. . zen. Elect.... 5 i 
o/s 27/6 3a) T bHawker Siddeley. . ‘ft O13 26/- 7 13 10 jAnaconda.... yen. Motors. . 35 33} 
a | 41/9 123c 124c Leyland Motors....£1) 41/- | 40/9 | 6 2 8 |Beth. Steel.. Int'l. Nickel..| 78 | 743 
an | 90/78 | 15 6b} 5 aRolls-Royce....... £1) 90/- | <r 4 8 7 }Can. Pacific . National Dist.| 22% | a 
5/ | 8c! . 8 eStandard Motor...5/-| 7/7} | T/6 5 6 8 'Chrysler...... 1.Y. Central .| 143 | 1 


§ Less tax at 8s. 6d: in {. ls 
(f) Flat yield. (g) On 24 %. (h) On 133%. (1) On 224%. (7) After Rhodesian tax. (k) On 30%. 
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lI = rights. (a) Interim ana (b) Final dividend. 
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The following list shows the most recent dates on which each statistical page appeared, 
World Trade 
BRITISH . 


OVERSEAS 
: Prices and Wages Western Europe : — 
TT AT I S T I . . Production and Consumption Mar. 15th Production and Trade - Ist 
This week British Commionwealth Mar. 15th 


External Trade a Western Europe: = 
Financial Statistics i Prices and Money Supply This week 
Industrial Profits United States Mar. = 


Manpower in Great Britain 


Mid-year or a 
monthly averages (') 196 


1955 | 1956 | 1957 
} | 


TOTAL MANPOWER June figures | 194 
Working population : 195 
z 23,912 | 24,107 | 24,188 i 24,227 | 24,186 | 24,264 | 24,148 : ia 195 
16,084 | 16,188 | 16,225 : 16, 286 | 16,252 | 16,238 | 16,218 , ee 
7,828 1, 919 | 1,963 + 7,941 | 7,934 8, 026 7,930 7, ead 195 
Armed Forces 803 761 702 740 728 656 650 dei : 
Civil employment : . 19 
Total 22,933 | 23,149 | | 23,245 23,121 | 23,110} 23,287 | 23,131 bes 
Agriculture, forestry and fishing 1, 066 1,032 1,025 99 993 |} 998 971 964 96 “sd = 
Mining and quarrying "862 858 | 868 868 868 868 
Building and contracting 1,486 1,519 : | 1,501 1,505 1,470 ae 
SG SPAS... cou cusawehasabuneceas ow 2,811 2,945 | 2,916 3,020 2,981 Sod 7 
Public administration 1,289 1,298 1,298 1,291 1,288 Es 19¢ 
Manufacturing industries 9,206 9,271 9,284 9,355 ‘ ong 195 
198 
CHANGES IN EMPLOYMENT 19 
Increase or decrease since June, 1955: (’ ; 
Employees in engineering(*) : 
» consumer goods industries(*) ; 
¥ 
UNEMPLOYMENT Monthly averages = 
By duration : 
All durations—total 232: 257-0 | 312- -0 
Z 146- 8 | “7 = 
ees 85- 2| 95- +3 194 
198 
Temporary or under 2 weeks—men 51- “7 65- 4 19 
_ as. » women 36° 5 30- 8 
195 
Over 8 weeks—men 67- 7 94- 4 : 
ea » women 26- 4 35- -8 ‘ 
By industry (*) : ; 
PE See oc eckeed aan see seueeeee J -6 “4 -0 1- 
Clothing 9 -0 “1 1- = 
Vehicles 4 2 2 1- 
Engineering, etc 8 9 -9 1- 
Coal-mining 1 | 2 0- e 
Distributive trades 0 -0 oP a° 
By regions (*): 
Great Britain 1-1 1-2 1-5 1-4 1-8 1-8 1-5 1°5 1-8 1-9 194 
London and South Eastern 0-7 0-8 1-0 1-2 1-5 1-3 1-0 1-1 1-2 1:3 1% 
Eastern 0-9 1-0 1-3 1-2 1-7 1-9 1-3 1-5 1-8 2-0 1% 
0-9 1-0 1-3 1-2 1-7 1-8 1-4 1-4 1-6 1:7 
1-2 1-2 | 1-8 1-6 2-1 2-2 2-0 2-2 2:3 2:3 1% 
0-5 1-1 1-3 1-0 1-5 1-6 1-0 1-0 1-2 1:3 ” 
North Midland. . 0-5 0-6 | 1-0 0-8 1-1 1-1 0-9 1-0 1-3 1-4 ” 
East and West Ridings 0-7 0-8 | 0-9 0-9 1-0 1-0 1-0 1-0 1-2 1-4 ” 
North Western 1-4 1-3 | 1-6 1-4 1-7 1-8 1-6 1-6 1-9 2-1 19 
Northern 1-8 1-6 | 1-7 1-6 2-0 2-0 1-7 1-8 2-1 2:2 ae > 
Scotland 2-4 2-4 2-6 2-5 3:0 3-1 2-6 2-9 3:4 3:6 Ee 
1-8 2-0 2-6 2-3 2-9 3:0 2-9 3-0 3:5 3:8 
VACANCIES 
Unfilled vacancies notified to Employment Ex- 194 
changes (°) : 195 
, 1% 
195 
DISPUTES (°) ” 
Workers involved ove » 
Working days lost : 195 
Total i ou _ 
Mining and quarrying ove 
Engineering, etc os I 
Other industries and services ( 
d 
i 


(*) Employment figures relate to June of each year; other figures are monthly averages. (?) agacwing, shipbuilding, electrical goods, vehicles, 
metal goods, precision instruments and jewellery. (*) Textiles, leather goods, clothing, food, drink and tobacco, manufactures of wood and cork, paper t 
and printing. (*) Number registered as unemployed expressed asa a of the estimated number of employees. (*°) From June, 1956, onwards, l 
comparison with earlier figures is affected by the revocation of the Notification of Vacancies Order, 1952. (*) United Kingdom. (?) Figures have been } 
revised back to July, 1956, on the basis of mid-1957 count of National Insurance Cards. ‘ 
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i, 7 . 
Prices and Money Supply in Western Europe 
st | Austria Beigium | Denmark Ireland — Sweden | Turkey 
th 
ok WHOLESALE PRICES (') (1953 = 100) 
th = 7 + ig 
aca ead ahh ec aas 42 94 74 65 907)... 78 104 15 66 72 94 
MN «Jona vintvaue jean 110 104 106 102 103 129 101 102" 104 109 108 142 
sna acbis eedinalae Aad 114 106 107 108 Se i < mt 113 109] ... 
1957, September ........... 114 106 106 109 105 129 11] 102"? 107 112 109 
Sy ME Gociek aig 113 106 105 112 105 | 1229| ... 103" 107 112 108 
‘ ” November .........0- 112 106 105 116 105 129 103" 107 112 109 
op SON So cits aca. cee 111 106 105 119 106 ‘ | ‘iat én 112 109 
| 5 Pererrrrere re ‘és ans ina 121 rae | 11] ‘<s 
= Sa | . aa 
COST OF LIVING (°) (1953 = 100) 
- | aaa —————_———7—— 
I cardiac ih ent aie 502 95 81 60 93 63 79 | 86 784 74 71 89 
i «cccaduis ieee vadianiel 108 104 113 103 105 126 107 109" 108 109 109 136 
BO ni canxapaohpncaanneed 112 107| ... 106 106 129 112 110" 114 112 Wi ws 
. | 
1957, September ........... 113 108) ... 107 107 | 130/ .. | lo 118 112 114 
‘gt Ree etem 113 108 116 109 108 130; .. | le 118 113 115 
” November .........-. 113 108 |... 111 108 | 130 114 112") 117 113 115 
” December............ 113 109| ... 113 109 at ie 112" 117 | 113 116 
We, FOMGOET oe ce cccsccccs < | 109 me 117 aia | aad fai du ee | aaa is 
——————=— : — — — — 
IMPORT PRICES (°) (1953 = 100) 
| 
as satiatsichnuenuabaceaiini 31 84 845 59 si a 82 98 | 85 | 80 72 113 
ice eicneamamed 97 99 102 102 103 124 106 105 102 102 103 i 
—__ Beeibeadreena peer rerty a a a Phe “we “ es | pe 106 
197, August ...........00. 98 102 107 130 114 109 110 | 107 | 
» September ........... |  .. i} 102" 1104 104 128 114 109 109 105 105" 
© UNE a cccnccnescss | 2s ae - 101 126 114 107 106 103 | | 
NOUN ccc ccceees 95 ase | aa ose 99 wa 113 ‘i 104 11] | 104 | 
a) SON ada. aadeues 96 | see | 100 one ead eco | 
15 EXPORT PRICES (°) (1953 =100) 
15 . _ , aaa 
PP isiikcevexctincuneaen 42 95 91 *  —_ | “i 78 103 91 84 16 91 
i osha tin exbciuenanes 105 103 103 99 101 143 96 104 102 115 103 ia 
3 MG cece alca canteens 105]... o an 104; ... ‘ai “a a ssa 105 
1951, August .........0.00. 109 106 104 135 98 108 108 116 
1-9 » September........... 103 106 \ 100" 107{ 104 139 99 105 106 118 105" 
4-0 , October .........c0- 103| ... - —— 103 148 98 103 107 115 
iG - OMUMREE sic ccsanses 103 on oes eee | 103 “a 100 oa 106 114 106 
i Ns dacietees nee 107 ae én | iat 103 4 bn aed cn en 
| 











TOTAL MONEY SUPPLY (’) 
*000 mn. 000 mn “000 mn. 








*000 mn. *000 mn. 



















































7 | mn. mn. | ‘000 mn mn. mn. ‘000 mn. mn, 
End of period schillings | francs | kroner francs | D. marks |rachmas® t | lire guilders | krone: kroner liras 
| 
1:9 MN Pe cavsaakesendedeeks ai 154-0 7,110 2,165 | 11-8 | 1,984 110-3 1,989 7,285 ane 6-27 1,715 
1:3 ME cas sieciotiSacakivnn nee 29-71 204-7 7,633 6,585 | 31-2 | 9-17 154-7 4,927 9,227 6,865 | 9-90 6,031 
2-0 MN as. ccd cRoeeubadewieees 32-15 ee po 7,142 35-8 | ae 165-5 ia 9,018 ae 10-13 eae 
1:7 
2:3 197, September ........... 31-30 199-9 7,615 6,912 | 34-1 | 162-8 4,70) | 9,024 6,586 9-05 | 
1:3 i CORO 6 vk tcicco ces | 31-38 ass 7,877 6,960 | 34-4 ou 163-8 ana | 8,852 6,861 | 9-22 
1:4 yp OUOMEOE coc ccc csiexe | 31-34 oes 7,928 6,942 | 34-8 | pe 165-8 8,879 6,706 | 9-12 | 
1:4 a, ORME. Soccc wees | $2-15 eee ‘ie 7,142 | 35:8 | ose 165-5 | 9,018 eas 10-13 
2-1 Pree ae war Pe “re 161-3 aes a 
2:2 a i | 
36 —— : aan ; > — 
38 GOLD AND FOREIGN EXCHANGE HOLDINGS (*) (mi Us Do ar: 
Pb icicsswrnideuwien 62 | 938 84-0 | aa 295 sata 209 | 539 343 140-6 233 192 
SR icctedcerneeen babu 406 | 1,177 131-1 | 1,356 | 4,291 | 211-4 234 | 1,308 1,072 178-8 473 230 
209 Dt icendceindentlies 510 | 1,144 171-9 | ees 5,643 as | 258 | nes 1,056 182-8 456 316 
10 
102 1957, September ........... 500 | 1,063 158-8 eee 5,759 e<s 253 1,432 921 178-7 463 311 
e GOCE 5 cancccscusce 510 1,072 146-1 eos 5,745 ees 256 1,456 972 177-3 469 314 
bp OVMNINEE 5c cucace ss 511 | 1,077 150-6 | ase 5,711 eae | 258 aa 988 177-1 456 309 
fic, POCONOS 5s. sve was 510 1,144 171-9 ae 5,643 des | 258 <a 1,056 182-8 456 316 
198, January ............. | 514 | 1,161 169-6 | ae 5,558 | | 249 | 1c | 1,109 173-8 450 ees 
| | | | } i 
 (') Relates to wholesale prices in Athens and Piraeus only for Greece. Figures for Ireland from 1955 onwards are tor home-produced goods only. 
Figures for Germany, F.R. are producers’ prices of industrial products. (?) July-December. (*) Relates to prices in capital cities only tor Austria, France, 
Greece and Turkey. Austria and Belgium exclude rent. Denmark includes direct taxes. Figures for Ireland are based on August, 1953=100. (*) Including 
direct taxes. (*) Including trade with Faroe Islands. (*) Index numbers of unit value which compare the current average value of trade with its value 
les, 1953; they are influenced by changes in the composition of trade as well as price movements. Export prices in Ireland are adjusted for seasonal varia- 
per tions. (7) Deposit money and notes and coins held by business, individuals and foreigners. Except for Greece, holdings of the issuing authority and other 
ds, anks are excluded. (*) Holdings of the government and central bank at end of period. Foreign exchange figures for Norway exclude government holdings ; 
pen Netherlands, Norway and Sweden include foreign investments. - Ireland includes some long-term securities. (*) Beginning May, 1954, a new drachma equal 





to 1,000 old drachmas was introduced. (1°) Average for third quarter. (!) Revised series. 








EXCHEQUER RETURNS | 


“ ” 


an “ above-line 


For the week ended March 15, 1958, there was | 
surplus (after allowing for Sinking | 


Funds) of £16,842,000 compared with a surplus | 
of £58,945,000 in the previous week and a surplus} 
of £7,144,000 in the corresponding period of last | 


year. 


There was a net expenditure “below-line’’ of | 


£4,980,000, leaving a total deficit from April Ist of | 
£152,252,000 (£240,765,000 in 1956-57). 


Ord. Revenue 
Income Tax 
Surtax 
Death Duties 
Stamps 
Profits Tax, EPT &| 

EPL 
Other Toland Rev.| 


Customs 
Excise 


1956, 
to 


1957 


149,000] 146,000 
| 170,000} 160,500 


| 255,000] 189,000 


"1958 


| 24,191! 23,932 | 


Week | Week | 

ended | ended | 

Mar. | Mar. 

16, 15, 

1957 | 1958 
| 


52,667; 69,896 


5,045: 7, 440 | 


Financial Statistics 


THE MONEY MARKET 


N Lombard Street, the reduction of 
Bank rate to 6 per cent came as a 
surprise ; the bill rate had been virtually 
stable for a month, following the steady 
decline since the late autumn. The 
minimum rate on call loans from the 
clearing banks_was reduced by 1 per cent, 
to 4; per cent, and the discount houses’ 
deposit rates were cut, in line with bank 
deposit rates, by I per cent to 4 per cent. 
The new rates on commercial bills were 
not tested by dealings in the market. 

At the bill tender on Friday of last week 
the average rate rose by 13d. to 
£6 os. 6.59d. per cent. The market main- 
tained its minimum bid unchanged at 
£98 9s. 11d. per cent ; the allotment rose 
by £10 million to £250 million, while 
total applications fell, by £18.3 million to 
£370.3 million. The market’s allotment 
at the minimum bid rose again, from 47 
to 61 per cent. 

The Treasury bill rate in New York 
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BANK OF ENGLAND RETURNS 


Mar. 19 
| 1958 


Mar. 12, 


(£ million) 1958 


Issue Department* : 
Notes in circulation 
Notes in banking dept.. 
Govt. debt and securities* 
Other securities 
Gold coin and bullion,... 
Coin other than gold coin. 


Banking Department : 
Deposits : 
Public accounts 


Securities : 
Government 
Discounts and advances. . 


anhing department reserve. 


« Proportion ” 


* Government debt is £11,015,100, capital £14,553,0m, 
Fiduciary issue reduced to £2,000 million from £2,050 million 
on January 22nd, 1958. 


| Amount (£ million) 


Three Months’ Bits 


— 


has fallen this week from 1.53 to 1.34 per 
cent without effect on the discount on 
forward sterling. After the Bank rate 
reduction, the three months’ discount on 
the US dollar narrowed from 23-23 cents 
to 2}-2% cents, in expectation of a narrow- 
ing of the interest differential. 

The discount houses were in the Bank 
on three days out of six in the week pre- 
ceding the Bank rate change; but the 
| amounts involved were small. On Monday 

ace | and Tuesday credit was more than 
77,900, 74,700 | adequate. 


Allotted 


at Max. 
Rate* 


Total Customs and 
Excise (2117, 100 2036, 560 |2082, 157 


90,092 


17,700 
26,200 
52,626 
168, 628 


Se ————————— ; 
Tender Averngo 

| Offered Rate of 
Allotment 


29, 236 31, 372 





Motor Duties 





I 
200) 3, 100 | | 


"993, 2,134 | 
12,035! 109 | 


95,236 — 


PO (Net Receipts) .| 
Broadcast Licences} 
Sundry Loans 
Miscellaneous 


230-0 
—-—_*—-—| 
91 Day 63 Day 
230- 0 50-0 








128 
Ord. Expenditure | 
Debt Interest 
Payments to N. Ire-| 
land Exchequer. .! 
Other Cons. Funds.} 
Supply Services ...; 


705,917| 658,051 9,358| 15,319 


| 
62,664 esac 
8,942 


127 


126 
126 
125 
125 
122 


121 
120 
119 
120 


398 - 
403- 
421- 
421- 


387- 
424- 
411- 
391- 


388-6 120 5-10 


we 


| 87, 263 90,020 | 
830 


| | - ote (from 7% % | Discount rates 
| 6 | Bank bills: 60 days . 5) one 
7,48 16, 842 | oem: rates (max.) 3months 54-54* 


} 4 months 54-5 %&* 
559,638 | 606,399 22,067 4,980 | 6 months 54-5} * 
240,765 | 152,252] 14,923 11,862 | 


Fe ee Ae) 
5,264|—50,157] 1,900) — 3859 | 
72,300|— 19,900] - 100) 1200 | 
—34,591|— 37,303]  353|— 1252 | 
62,780) 78,209] 1,400] 1,409) 


LONDON MONEY RATES =. 


230- 
230- 
220- 
240- 


Mar. 240- 
; Fine trade bills: » 14 250- 370-3 120_ 6:59 | 
3months 53-6}* * On March 14th tenders for 91 day bills at £98 9s. lld 
4months 5%-63* | secured 61 per cent. higher tenders being allotted in full. The 
6months 6-7* offering this week was for £260 mn. at 91 day bills. * Allotment 
cut by £10 mn. * Allotment cut by £20 ma, 


RR SR Rc 


LONDON CLOSING EXCHANGE RATES AND GOLD PRICE 


Official 
Rates 


370 | 


29 
56 
52 
28 


a 


** Above-line ” 
Deficit 

* Below-line " 
ture 


Total Surplus or Deficit .... 


Net Receipts from : 
Tax Reserve Ce rtific ates... 
Savings Certificates ....... 
Defence Bonds 
Premium Savings Bonds... 


onno noo 


+ | 4 
318,873 | 454,147 
Discount houses .. 


Money 
~ Day-to-Day +-5 
Treas. bills 2 months | 51-54" 
3 months f ~* i 
* Rates. nominal 


CO SCO00 SSooSoSo 
oan wnSu aoS5a0 


Market Rates: Spot 


March 13 ry 14 March 15 | March 17 | March 18 | March 19 


FLOATING DEBT 
(£ million) 


March 19 


Ways and Meazs 


{ 
Treasury Bills ‘Advances 


2-814 (2: 81 2-81 4}/2-81%-2-81}/2-8ik-2- sly 
2-74§ {2-744 -2- 75 12-74 -2- ad 12-75 2°75 
1183, | 11824-11825 | 1182}-1182f | est 1182} 


\12-273-12-273/12-278-12- 272) 12- 275-1227 


United States $.. 2-78-2-82 


2-81 f -2-814b/2-81%-2-B1 Hh /2-81 
Canadian $ 


f 

"2:75 -2-75§ | 2°744-2-75 | 2-743- 

| Floating | French Fr is? 18- 1184: 8{ 11823-1185 | 1185 -1183} | 11823 
Debt | Swiss a 


| Belgian F . 9-8 139-82} 139-85- \139- 80- |139-80- \159- 80- 
139-90 139-874 139-90) 139-85) 139-85 139 
| Dutch Gld 10-56-10-72 |10-62}-10-623{10-62} -10-62}{10-62}-10- 623|10-624-10-62$|10-624-10-62}/10- 624-106 
W. Ger. D-Mk. . ..|11-67-11-84]LL- 764-11 - 764] 11-764 —11-76]|11- 764-11- 764|11-764-11- 768\11-76}-11- 763) 11-75}-11-%6 
Portuguese Esc. ..] 79-90-81-10 | 80-00-80-15 | 80-00-80-15 | 80-00-80-15 | 80-00-80-15 | 80-00-80-15 | 80-00-80:15 
Italian Lire 1736-17627 | 17474-17473 | 17474-1747} | 17473-1747} | 17463-17474 | 17463-1747} | 17465-1141 
Swedish Kr 14-37§-14-598 J14-52}-14-55 |14-52§-14-52f)14- 523-14-523/14-52h-14-529114-52h-14- 523/14: 51h-1452 
Danish Kr | 19-19}-19-48§ |19-34$-19-35 |19-34%-19- 358 119-35} -19- 351'19- 35%-19- 364'19-352-19- 364/19: 36}-19-% 
Norwegian Kr. ...| 19-85-20-15 {20-004 -20-01§/20-01 20-01} 20-01 ~20-01} 20-003-20-01f 20-003-20-01$/20-005-20'0 


One Month Forward Rates 
1-jc. pm 1-{c. pm 
H-%c. pm i-ic. Pa ' 
1 pm-1 dis | 1 pm-l dis | 
4-3hc. pm 4-3hc. pm 3$c. pm 
fs-% pm | 4-$ pm if & _ 
28-2hc. pm | 24-2c. pm | 
3-2hpf. pm | 3-2}pf. pm 
1§ pm-par 2 pm-—par 
44-336 pm 4-346 pm 
4-35, pm 4-30 pm 4-30 pm 4-36 pm 
26 pin-par 26 pm-—par 26 pm-par 23-}6 pm 


| at Fixing 
| Price (s. d. per fine oz.).......... 249/35 249/3 ‘ 


Total 


Public | Bank of 
Depts. le ngland | 


| 
Tender | 


so | | 
ar. 16 | 2,900-0 
_ 14! 3,410-0 
21 | 3,440-0 


- 
od 
| 
| 


Tap 


1,249-9 


2,181-2 
2:228- 1 


4,44 


United States $ 
| Canadian $ 
Fi ee hy r. 


1 1 fc. pm 
} gc. pi 
1 pm-l dis 
4-3hc. pa 
+} pm 
21-2hc. pm 
3-2}pf. pm 
2 pm-pat 

330 pm 


1-{c. pm | 
#-&c. pm 
1 pm-1 dis 
4-3}c. pm 
% ~~; pm 


3-2kpf. pm 
1} pm-par 
4}-3]6 pm 


Zc. pm 

-%c. pm 
1 pm-l dis 
4-3$c. pm 
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TTD Tat 
IN 
CANADA? 


If you are thinking of establishing a business in 
Canada you will find it advantageous to consult 
Imperial Bank of Canada. With branches 

coast to coast, Imperial Bank can readily supply 
you with up-to-the-minute information on 
trends, developments and business opportunities. 
For such information, write Mr. Alec Craigie, 
London Representative, Imperial Bank of 
Canada, 116 Cannon St., London, E.C.4, or 
Imperial Bank of Canada, Head Office, 

Toronto, Canada, 


IMPERIAL 


BAN K OF CANADA 


BRANCHES COAST TO COAST IN CANADA, AND CORRESPONDENTS THROUGHOUT THE WORLD 


ALLIANCE 


ASSURANCE COMPANY LIMITED 


Head Office 


BARTHOLOMEW LANE, LONDON, E.C.2 


Established 1824 


The Finest Service 


for 


All Classes of Insurance 


REPRESENTATION THROUGHOUT 
THE UNITED KINGDOM 
THE BRITISH COMMONWEALTH AND 
ELSEWHERE ABROAD 


The Company undertakes the duties of 
Executor and Trustee 


Enquiries are welcomed from businessmen wishing to 
extend their activities in Eastern Markets. With over 100 
Branches in the leading centres of Industry and Commerce 
in India, Pakistan, Malaya, Burma and Hongkong, The 
United Commercial Bank is well equipped to advise on 
trading potentialities. The Bank’s Quarterly Review, which 
contains helpful factual information on current economic 
and industrial conditions, is available on request. 


THE UNITED COMMERCIAL BANK 


LIMITED 
Incorporated in India 
HEAD OFFICE, 2 INDIA EXCHANGE PLACE, CALCUTTA 
LONDON OFFICE, 12 NICHOLAS LANE, EC4. 
Paid-up Capital Rs. 20,000,000 Reserve Fund Rs. 13,400,000 


The Bank is well equipped to act as Correspondents of 
other Banks. Rupee Travellers’ Cheques issued in 
convenient denominations. 


Chairman, G.D. Birla. General Manager, S.T. Sadasivap. 
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HALIFAX 


BUILDING SOCIETY 


Position as at 
31st JANUARY 1958 


Assets £344,000,000 
Liquid Funds £61,500,000 
Reserves £13,000,000 


Savings & Investment Balances 
Increased by £45,500,000 


Head Office HALIFAX Yorkshire 


London Office: 51 Strand W.C.2 
City Office: 62 Moorgate E.C.2 


Consult Telephone Directory for address of nearest office 


i} THE SUMITOMO BANK, LTD. 


. (INCORPORATED IN JAPAN) 


People like Jack and Doris 
save millions every year 


London Branch 


announce that as from March 24th, 1958 


Since the war £500 million has been added to the nation’s their address will be 
net savings through industrial life assurance—in other words, 
through the joint efforts of people like Jack and Doris and The | BUCKLERSBURY HOUSE, 


Home Service Insurance Offices. | 3, QUEEN VICTORIA STREET, 


The Home Service Insurance Man calls regularly on ten | 
million families. His visit makes these families partners ina |. LONDON, E.c.4 


great thrift movement that helps people to help themselves— 
and to help the nation too. : | (temporary accommodation on Ist floor 


until completion of permanent premises 
cee through _ on ground floor) 


HOME SERVICE Telephone: CiTy 9351 (4 Lines) Cables: SUMITBANK LONDON 


Head Office: OSAKA, Japan 


INSURANCE t 137 BRANCHES IN KEY CITIES THROUGHOUT JAPAN 


NEW YORK AGENCY: KARACHI REPRESENTATIVE OFFICE 
| 


Issued by The Industrial Life Offices el 
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THE HONGKONG AND SHANGHAI BANKING 


CORPORATION 


A SATISFACTORY YEAR, BUT IMMEDIATE OUTLOOK UNCERTAIN 


UNFAVOURABLE ECONOMIC CONDITIONS IN MANY EASTERN TERRITORIES 


The Ordinary Yearly General Meeting 
of The Hongkong and Shanghai Banking 
Corporation was held on March 14th at the 
Head Office, 1, Queen’s Road, Central, Hong 
Kong. 


Mr C. Blaker, MC, ED, the Chairman, 
who presided, said: 


Ladies and Gentlemen, the hour for which 
this Meeting was called having now passed, 
I will call upon the Chief Manager to read 
the Notice convening the Meeting. 


Mr Michael W. Turner, CBE, having read 
the Notice convening the Meeting and a 
representative of the auditors having read 
their report, the Chairman continued: 


Ladies and Gentlemen, as you will see 
from the accounts before you the profit for 
the year amounts to $21,035,543, which is an 
increase of $400,000 over last year’s figure. 
In accordance with our normal practice this 
profit has been arrived at after making 
transfers to the credit of our inner reserves 
out of which full provision has been 
made for the depreciation in value of our 
investments and all known doubtful debts 
and contingencies. 


It is proposed that a sum of $4 million 
should again be written off Bank Premises 
and, after allowing for this transfer and the 
interim dividend of £2 per share, the direc- 
tors recommend the payment of a final divi- 
dend of £1 12s. 6d. per share, leaving a 
balance of just over $2 million to be carried 
forward to next year. As approved by share- 
holders at the Extraordinary General Meet- 
ing held in August, the capital of the Bank 
was increased from $25 million to $50 million 
by the distribution to shareholders of 200,000 
new shares of $125 each, credited as fully 
paid up. This final dividend is, of course, 
payable on the increased capital and the 
actual amount which it is proposed to dis- 
tribute by way of dividend is increased by 
$800,000 over the previous year. The reduc- 
ton in the carry forward is due to 
the transfer during the year of $9 
million to the Reserve Fund as part of 
the operation to capitalise part of the Reserve 


Fund in connection with the new issue of 
Capital. 


BALANCE SHEET FEATURES 


Turning to the Balance Sheet, the Capital 
Account shows the increase which I have just 
mentioned but the Reserve Fund remains 
unchanged at $128 million due to the transfer 
of $9 million from the Profit and Loss 
Account and $16 million from Inner 





STERLING’S ROLE IN INTERNATIONAL TRADE 
PROVISION OF FINANCE FOR DEVELOPMENT PROGRAMMES 
GREATER NEED FOR ATTRACTION OF PRIVATE CAPITAL 


MR C. BLAKER ON UNRESOLVED POLITICAL PROBLEMS 





Reserves. Hong Kong currency notes in cir- 
culation show an increase of $16 million due 
to a rise in the Excess Note Issue and this 
increase is reflected on the other side of the 
Balance Sheet by a similar increase in Hong 
Kong Government Certificates of Indebted- 
ness. Current, Deposit and Other Accounts 
show a rise of $131 million mainly due to 
higher Fixed Deposits. Acceptances on 
behalf of Customers show an increase and 
the total has now exceeded the figure of two 
years ago. 


When we turn to the Assets side of the 
Balance Sheet, we find the ratio of readily 
realisable assets to the total liabilities has 
risen by 4 per cent to just under 49 per cent. 
Both Cash in Hand and Money at Call and 
Short Notice are higher than last year, but 
the main. changes are to be observed in the 
British and Other Government Treasury 
Bills and Trade Bills Discounted, the former 
increasing by $204 million, while the latter 
decreased by $110 million. Advances also 
show a slight decrease and it can be seen 
that a large part of our increased deposits 
have been utilised in Treasury Bills as 
opposed to the financing of trade. This is 
unfortunately a sign of the generally lower 
commodity prices and a slackening of trade 
in the areas in which we operate. 


A SATISFACTORY YEAR, BUT 
IMMEDIATE OUTLOOK UNCERTAIN 


On the whole we can look back on a satis- 
factory year but as shareholders will see from 
the printed Statement, economic conditions 
in many of these eastern territories have been 
unfavourable and the immediate outlook can 
only be regarded as uncertain. It remains to 
be seen whether the coming year will prove 
as profitable as the last but it would 
be reasonable to hope that we may not find 
it necessary to allocate any further sums for 
the purpose of writing down our British 
Government securities, which has _ been 
such a_ disturbing feature of the last 
few years. 


Before I leave the Balance Sheet I should 
like to say how pleased your Directors are 
that the arrangements for the abolition of the 
contingent liability of shareholders were satis- 
factorily concluded during the year. Due to 
the fact that the Bank is incorporated under 
a special Hong Kong ordinance and we are 
responsible for issuing such a large part of 
the Colony’s currency the necessary steps to 
abolish the contingent liability required 


authorisation by the Hong Kong Government 
and the Secretary of State for the Colonies. I 






should like to thank the various officials who 
were concerned in these negotiations, for the 
ready response they gave to our application 
which resulted in the satisfactory conclusion 
of the operation, entailing as it did a certain 
degree of delicate timing. 


The Balance Sheet of our Californian Sub- 
sidiary which is included in the accounts 
before you shows signs of steady growth and 
the new office in Los Angeles got off to a 
good start. 


During the year we opened a new office in 
Seria, in Brunei, and arrangements are being 
made to open an office in Kuching, in Sara- 
wak. In view of the disturbed conditions in 
Indonesia we have decided to close our office 
in Surabaja. Although this office was 
opened in 1896 and for a time, previous to 
the last war, was a valuable connection, busi- 
ness recently has been falling off. 


The changes in the Board of Directors 
during the year are shown in the Report 
which is in your hands and I will make no 
further comment on them. 


Mr G. R. Roper-Caldbeck joined the 
London Committee during the year and 
Mr S. W. P. Perry-Aldworth, Senior 


London Manager, was appointed Deputy 
Chairman. 


TRIBUTE TO EXECUTIVES AND STAFF 


I should like to take this opportunity of 
congratulating the Chief Manager, Mr 
Michael W. Turner, on the honour which 
Her Majesty The Queen recently conferred 
on him. I am sure you will all agree that 
this award was richly deserved and was some 
recognition of the hard work he has put in, 
not only for the Bank but in the general in- 
terests of the Colony. Our thanks are also 
due to the branch managers and the staff for 
their continued loyalty and efficient service 
to the Bank. 


Before I close there are two matters of 
local interest to us here in Hong Kong which 
I should like to mention. In the first place 
I should like to say how pleased we all are 
that Sir Robert Black has returned to the 
Colony as Governor. Sir Robert is well 
known to most of us in this room and I am 
sure you will join with me in wishing him a 
long and successful period as governor. The 
second matter I wish to mention is the wel- 
come news that the Murray Barracks area 
of the military lands is at long last to be sur- 
rendered to the government. This is a matter 
which has been discussed as long as I have 
been in Hong Kong and in fact turning over 
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the old Minutes of our Annual Meetings, I 
notice that in 1923, when the land values 
were described as being at undreamt of 
heights, the value of this area to the business 
community was urged on the government as 
a reason for its speedy surrender. Thirty- 
five years is a long time but it looks as if the 
development of this area will now become an 
accomplished fact. 


Ladies and Gentlemen, 


The Report and Statement of Accounts 
having been in your hands for the required 
period I will now formally propose their 
adoption as presented. 


After the proposal has been seconded I 
shall be pleased to answer to the best of my 
ability any questions which shareholders may 
wish to ask. 


The resolution having been seconded the 
Report and Accounts were adopted. 


CHAIRMAN’S STATEMENT 


The following is the statement referred to 
by the Chairman: 


During the past year there was very little 
improvement in international relations 
throughout the world. The outstanding 
problems in the Middle East seemed no 
nearer solution and in spite of discussion on 
disarmament and proposals for high level 
talks, the main issues between the two sides 
still remained unsolved. In the scientific 
field, on the other hand, there were two 
remarkable developments which seem likely 
to have a major influence on the future pro- 
gress of the human race—the launching of 
the Russian earth satellites and the first steps 
in the control of thermonuclear reactions. 
Although the latter may prove, in the long 
run, to be the more important, the immediate 
impact of the former was very much greater, 
showing as it did the lead that Russia has 
now gained in intercontinental missiles. 
There is no disguising the fact that the West, 
and the United States in particular, have 
suffered a severe political reverse due to the 
strategic consequences of the Russian 
advances in technology. It would seem 
doubtful whether the present policies will 
meet this changed situation and _ the 
demand for a more positive approach to 
break the deadlock seems likely to gain 
in intensity. 

The economic picture has been somewhat 
mixed and it is not clear whether in 1958 the 
danger most to be guarded against is rising 
costs or falling production ; whether in fact 
the inflationary tendencies that have been so 
much a feature of the postwar era_are still 
growing or whether a period of deflation is 
about to set in. Whatever the future may 
hold the present situation, with the increasing 
cost of manufactured goods and a consider- 
able drop in commodity prices, has pressed 
heavily on the balance of payments of the 
Eastern countries in which we operate and 
this must inevitably slow up their progress. 
The heavy cost of modern industrial develop- 
ment has intensified the world capital short- 
age and this, coupled with an overall fall in 
the dollar reserves, has resulted in a growing 
use being made of the drawing facilities mem- 
ber countries enjoy with the International 
Monetary Fund. During the year many cur- 
rencies suffered a period of considerable 
strain and in Europe the problem was aggra- 
vated by the strength of the Deutsche Mark, 
the weakness of the French Franc and the rise 
in wages and prices in the United Kingdom. 
Sterling once again had to bear the brunt 
of the speculative pressure and in September 
the bank rate was raised to 7 per cent, the 
highest since 1921, with restrictions on both 
bank advances and expenditure by local 
authorities. These measures halted the drain 
on the sterling area reserves and as a result 
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the short-term position has greatly improved, 
but judgment must be deferred as to whether 
or not the overriding problem of keeping 
British costs in line with those of her com- 
petitors has been solved. 


These recurring currency crises have 
evoked serious consideration as to whether 
it is advantageous to the United Kingdom to 
maintain sterling as an international currency. 
Those who argue against have drawn support 
from the fact that the drain last year took 
place at a time when the country was paying 
its way, and various estimates have been 
made to show that the foreign exchange earn- 
ings of the City are much less than has been 
generally supposed. While this is not the 
place to enter into this interesting discussion, 
I should like to say this, that from the point 
of view of a bank such as ours, mainly con- 
cerned with the financing of international 
trade, any suggestion that sterling should 
abrogate the role it has held for so long, can 
only be viewed with apprehension. Not- 
withstanding periods of distrust from time 
to time in recent years, no currency has yet 
been found able to take the place of sterling 
and it is difficult to see how the multitude of 
transactions which make up the settlement of 
trade in our particular area alone could be 
cleared without the facilities sterling and the 
City of London provide. This applies also 
to other parts of the world and a return to 
bilateralism, with all the frustrations this 
would involve, would seem to be the inevit- 
able result of any serious limitation in the 
use of these facilities. 


The common market, composed of France, 
Western Germany, Italy and the Benelux 
countries, officially came into being on Janu- 
ary 1, 1958, but the wider free trade area, 
which is to be established around these coun- 
tries and which is intended to comprise most 
of Europe as well, has still many bridges to 
cross. Progress seems likely to be slow, as, 
although there is a growing agreement on the 
general advantages of such an area, when 
negotiation turns to particular problems the 
extent of the difficulties is revealed. 


ASIA 


The political situation in the Far East 


shows little outward change. Many out- 
standing problems still remain unsolved but 
while it would be unwise to be complacent 
at a state of affairs with so many explosive 
possibilities, the fact that local disturbances 
have not spread gives ground for satisfaction. 
Deterioration in the terms of trade, which has 
resulted in a general fall in the foreign ex- 
change reserves of most countries in the area, 
is the most disturbing economic feature. 
Admittedly these difficulties were aggravated 
by the increasing pace of development, 
but administrative weaknesses in several 
cases. have quickened the trend and have 
delayed the taking of appropriate action 
to reverse it. 


It would be unfair to criticise the various 
countries concerned unduly, as very few other 
countries have been free from balance of 
payment difficulties at one time or another in 
recent years. Nevertheless, it is unfortunate 
that this state of affairs should have occurred 
at a time when most of the various develop- 
ment programmes require outside capital, the 
demand for which throughout the world is so 
active. Actually considerable amounts of 


capital have been granted to the area during - 


the past year through such media as the 
International Bank, various United States 
agencies and the Colombo Plan, but there are 
signs that these supplies are not unlimited. 
It would therefore seem to be necessary to 
attract to a greater extent the flow of private 
capital, but Asian countries should not forget 
that there is already considerable competition 
from other areas for what is available. In 
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their annual report the Consultative Com- 
mittee of the Colombo Plan point out “ the 
advantage of the region in this competition is 
that it offers potentially large and growing 
markets,” but go on to warn that “ the at- 
tractions of the region, however, can be 
counter-balanced by such factors as appre- 
hensions as to the security of investment, 
difficulties with administrative and financial 
procedures and restrictions, and uncertainties 
about the incidence and weight of taxation.” 
I hope that this advice, coming as it does 
from a gathering of representatives of the 
governments concerned, will be given careful 
consideration. Forei_a capital has in the past 
done much to assist the industrialisation of 
many countries and continues today to in- 
crease the productivity of those that are most 
advanced. It is now being more generally 


‘realised that foreign investment is not neces- 


sarily tarred with the colonial brush, but 
recent events in Indonesia have shown the 
disrupting effects that extreme nationalism 
can have on a nation’s economy. 


HONG KONG 


On the last day of the year, to the tradi- 
tional sound of Chinese firecrackers, Sir 
Alexander and Lady Grantham left Hong 
Kong after a governorship of ever ten years. 
By 1947 the Colony had repaired the worst 
of the damage and neglect left over from the 
occupation and had resumed its pre-war role 
as an entrepét for South China, but the de- 
velopment of the local industries, which were 
to provide employment for the growing 
number of refugees, still lay ahead. These 
were not easy years, but, amidst the numerous 
trials and tribulations which afflicted this part 
of the world, Sir Alexander stood firm and 
by his leadership guided the energetic people 
of Hong Kong along the path to the thriving 
metropolis we now see today. Greatly as- 
sisted by his lady, he instilled members of 
the community with a feeling of social 
responsibility, which was not always to 
be found in earlier days, and the numerous 
charitable organisations in the Colony today 
owe much to their interest and encourage- 
ment. 


The pressure of population continues to be 
the most serious problem facing the Colony 
and the concentration of such large numbers 
of people, in the urban areas of Kowloon, 
places a heavy burden on all the public ser- 
vices and in particular on the police force. 
The recent remarks of the Governor and the 
Financial Secretary on the water situation 
give some idea of the difficulties that have to 
be overcome in the provision of this basic re- 
quirement. It seems clear that even if the 
Shek Pik scheme on Lantao Island should 
prove workable, this will not be sufficient to 
meet the growing demand of industrial 
development and improved standards of 
housing. 


The government announced at the end of 
the year that they had appointed a firm of 
consulting engineers to survey certain areas 
in the New Territories with a view to ex- 
ploring *‘ the possibility of building  self- 
contained new towns. This proposed de- 
velopment will naturally take time, but the 
necessity of housing and finding work for the 
large number of Chinese refugees is still a 
major problem. The General Assembly of 
the United Nations recently considered this 
question and appealed to member countries 
to give all possible assistance to alleviate dis- 
tress. It would, I think, be optimistic to 
expect any large response to this appeal, but 
it is naturally a matter for regret that Hong 
Kong seems likely in the future, as in, the 
past, to be required to tackle this problem 
from her own resources. I hope, however, 
that the needs of the refugees will not be 
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forgotten and that there will be some relief 
from abroad. 


All. the indications are that the population 
will continue to grow which will necessitate 
considerable future industrial development 
and I sometimes wonder whether this will 
be forthcoming. We have been fortunate in 
recent years in the inflow of capital, much 
of which has built up new -industries, but it 
would be unwise to rely on this continuing 
indefinitely. In spite of the progress of 
local industries the adverse balance of trade 
continues to grow; granted in an entrepét 
this is not too reliable a guide, but the fact 
remains that the time may come when the 
invisibles will not be sufficient to make up 
the difference. If this should happen, private 
enterprise might not be tempted to invest to 
the extent that it has done in the past and a 
more positive approach by the Government 
might be necessary to fill the gap. The 
economic position in the Colony has been 
so favourable in recent years, and so much 
praise has been expressed abroad at the pro» 
gress that has been made, that it is easy to 
become complacent. The dangers I have 
hinted at may not be so far away as people 
like to think and it would therefore be wise 
to consider some preliminary planning to 
avoid being taken unawares. 


Business activity remained at a high level 
throughout the year and although there are 
signs of -a slight contraction there seems no 
end to the number of new buildings that 
spring up all over the Colony and in fact 
the amount spent on private building last 
year was the highest since the war. Visitors 
continue to be amazed at the speed with 
which these are constructed and even 
residents, after a short absence, comment on 
the changes that can be seen. The supply 
of flats for the more well-to-do members of 
the community has probably now reached 
saturation point but there is an ever-growing 
demand for smaller flats for the lower income 
groups. The recently completed North Point 
Estate, one of the largest state-aided housing 
projects in Asia, containing nearly 2,000 
flats, will help to supply part of this need. 
A great deal more, however, will require to 
be done and it is good to know that plans 
for further housing estates are already under 
way. 

It was announced in November that the 
Royal Naval Dockyard would be closed down 
progressively over a period of two years. 
This decision has been taken as part of the 
British Government’s recent defence policy 
which includes the reorganisation of naval 
forces and their shore support throughout 
the world. Other dockyards are being closed 
in the United Kingdom and we must accept 
this decision. It is nevertheless a matter 
for regret, as not only has this raised the 
problem of re-employment of the workers 
but it must inevitably weaken to a certain 
extent the close connection which has existed 
for so long between Hong Kong and the 
Senior Service. 


On the recommendation of Sir Alexander 
Grantham, a committee has been formed, 
composed of ten members representing trade 
and industry, to consider the advisability of 
setting up a Federation of Hong Kong indus- 
tries. This organisation, it is hoped, will 
assist with industry’s problems of manage- 
Ment, training and overseas trade relations. 
Technical training is a most important 
adjunct to modern industrial development 
and Hong Kong’s new technical college was 
Opened at the end of the year. It is hoped 
that in a few years this will be one of the 


finest technical colleges in this part of the 
world. 



























































































HONG KONG’S TRADE 


Hong Kong’s trade in 1957 was higher in 
total than that of the previous year but this 
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was due to a cise in imports as exports 
showed a slight decrease. Total trade was 
around HK$9,000 million with imports at 
HK$5,600 million and exports at HK$3,400 
million. China remained the principal 
source of the Colony’s imports, followed by 
Japan and the United Kingdom. Exports to 
Indonesia, Thailand, Japan and South Korea, 
were much reduced and increases to other 
areas, including the United Kingdom and the 
United States, were not sufficient to offset 
this loss. 


Exports of Hong Kong products at nearly 
HK$794 million represented a small increase 
over the figure for 1956. The United King- 
dom continued to be the largest customer 
but purchases of local ucts by the United 
States increased by almost 100 per cent, a 
large part of which was due to the efforts 
of the garment industry. Although the regis- 
tration of new factories showed a fall, local 
industry is becoming more diverse and new 
lines continue to be actively developed. 


Business on the Stock Exchange showed 
a similar trend to last year and decreased 
by about 30 per cent over the year. Con- 
sidering the sharp fall in security values 
that have taken place throughout the world, 
the market on the whole stood up very well. 
Land values remained fairly steady although 
prices in certain parts of Kowloon continued 
to rise. There are no longer so many first- 
class sites available in the central district and 
this has caused buyers to turn to smaller 
properties, many of which are old and are 
long overdue for rebuilding. 


The bank clearing figures for the year 
increased by about 11 per cent and reached 
a total of nearly HK$17,000 million, to come 
close to the record figure of 1951. Increasing 
velocity of circulation has been much in the 
news recently in the United Kingdom. It 
is interesting to note that in the last two 
years, here in Hong Kong, a similar trend 
has been evident. 


FINANCES OF HONG KONG 


The financial position of the Colony con- 
tinues to be very satisfactory and a surplus 
of just over HK$1 million for the current 
year is now estimated as opposed to the 
original deficit of HK$54 million. Even 
this revision seems to be an under-estimate 
and the Financial Secretary considers 
it likely that the final result will show a 
much larger surplus. 


For the financial year 1958-59 revenue is 
expected to remain at about the previous 
year’s level, but expenditure shows a con- 
siderable increase and a deficit of HK$87 
million is estimated. The provision for 
public works non-recurrent at HK$183 
million is the main reason for this rise, in- 
cluding as it does expenditure on new schools, 
hospitals, reservoirs and the air port. It is 
notoriously difficult to estimate accurately 
expenditure under this heading but, even 
if all this money is in fact spent, the 
Financial Secretary considered it perfectly 
sound to finance this capital expenditure out 
of reserves, and no increase was made 
in taxation. 


At the meeting of the Legislative Council, 
at which the Budget was presented, the 
Governor announced that the Secretary of 
State for the Colonies had further relaxed 
the financial control which he exercised over 
Hong Kong, and that the annual. estimates 
and supplementary provisions would no 
longer require his approval. “ This is a very 
important and considerable extension of our 
financial independence,” as the Governor 
pointed out, but I think that when one con- 
siders the conservative way in which our 
finances have been managed over the last 
few years there should be no cause for 
anxiety. 







1081 
CHINA 


On looking back over the events in China 
during the past year it is clear that a number 
of stresses have developed, both political and 
economic. Evidence of this is not difficult to 
obtain and a study confined to official pro- 
nouncements could only lead to the same 
conclusion. Indeed, it would be surprising if 
all had gone smoothly, when one considers 
the profound changes that have taken place 
in the whole Chinese way of life in such a 
short time, with the collectivisation of the 
farms and the great strides that have been 
made in industrial development. A policy 
of such rapid growth must rely on a consider- 
able degree of austerity in the present for 
the sake of the future, and is bound to raise 
doubts among certain sections of the 
population ; the extent of these doubts be- 
came evident when the much publicised 
speech of Chairman Mao Tse-Tung, 
indicating that a greater degree of free- 
dom of expression was to be allowed, 
touched off a wave of critical comment. 
This period did not last very long and 
soon press reports from Peking were 
once again full of confessions by counter- 
revolutionaries, while it became clear that a 
campaign against “rightists” was actively 
under way. 


The extent of the criticism was no. doubt 
embarrassing to the government, but there 
is no evidence to suggest that it was more 
than just that or that it has in any way 
changed the declared policy of pushing ahead 
at as rapid a pace as possible with the 
industrialisation of the country. This remains 
the aim which will, I am convinced, be 
carried out resolutely and will be limited 
much more by the results of the harvest than 
by the opinions of disaffected groups. It may 
be that agriculture will not be able to play 
the part allotted to it as nature will continue, 
as in the past, to be a dominant influence, 
If this should prove to be the case, the part 
of the national cake that is devoted to capital 
development may require to be smaller, but 
there seems no doubt that it will still con- 
tinue to be a sizeable slice. 


The higher targets which were decided 
upon after the bumper harvest of 1955 proved 
too great a strain on the country’s economy 
when last year’s crops did not come up to 
expectation. The reduction in the allocation 
for economic construction in the budget was 
one of the signs that the authorities appreci- 
ated that the pace was too swift, while a 
number of official pronouncements show that 
it is now realised that many of the targets 
were too ambitious. The shortage of food 
has been the subject of much comment in the 
Chinese press, and in December pork joined 
grain, vegetable oils and cotton cloth as a 
rationed commodity. Speculators, laxity of 
Officials and errors of judgment are all 
blamed for the present state of affairs but the 
problem of a balanced distribution of food in 
a country the size of China, particularly sub- 
ject to the vagaries of the weather, would 
seem to be almost insoluble. Mistakes in the 
running of collective farms are now being 
freely admitted and agricultural development 
seems likely to be concentrated on improving 
on the existing model without as yet the 
introduction of mechanical aids. In an 
endeavour to raise the standards of rural 
conditions the movement of government 
employees from the towns to the counttyside 
is being vigorously directed. 


It is against this background that the deci- 
sion of the United Kingdom and other gov- 
ernments to bring the list of goods which 
tay be exported to China into line with the 
Russian list must be viewed. In association 
with British merchants interested in the 
China trade, we have been urging this relaxa- 
tion for some time and we are happy to see 
that action has now been taken. It would, 


1082 


however, be unwise to expect any great 
immediate benefit but the visits of both the 
Parliamentary Secretary to the Board of 
Trade to China and the Chinese Economic 
and Technical Mission to the United King- 
dom have, I hope, laid the foundations on 
which a growing exchange of goods may be 
based. The present volume of British trade 
with China is not very large and there would 
seem to be no reason why this should not be 
materially increased, even if a slowing down 
of development in China should be found 
necessary. 


The period of the first five-year plan has 
now ended and it is claimed that industrial 
output greatly exceeds the original estimate. 
This is, I think, most likely as considerable 
strides have been made in the production of 
steel, coal, electric power and cement, to 
take a few examples, while the bridge at 
Wuhan, the first to span the Yangtse, is not 
only a considerable engineering achievement 
but will greatly assist communications be- 
tween north and south. There are, however, 
signs that the pace has been uneven—too fast 
in some directions and too slow in others— 
which has resulted in overall production 
being slowed down. Action aimed at the 
elimination of these bottlenecks would seem 
. deserve high priority in the next five-year 
plan. 


JAPAN 


In our review last year I was able to report 
that Japan had a satisfactory year of economic 
expansion despite considerable political diffi- 
culties. This year the reverse seems to be 
true, as although the inherent weaknesses in 
Japan’s political structure remain unaltered 
and factional differences are still as strong as 
ever, it is economic problems rather than 
political that have given most cause for con- 
cern. The industrial expansion, which had 
been such a noteworthy feature of 1956, con- 
tinued during the first half of 1957 with no 
slackening in investment demand, but 
although exports increased they were unable 
to keep pace with the growing volume of 
imports and this caused a steady deterioration 
in the balance of payments. The raising of 
the rediscount rate by the Bank of Japan, an 
increase in import margins and a reduction 
of public and private investment programmes 
were some of the measures taken to reverse 
this trend, and in October the drain on the 
foreign exchange reserves was halted after 
having reached the somewhat alarming total 
of US$600 millions for the first nine months 
of the year. Fortunately, with such heavy 
pressure on the balance of payments for the 
import of industrial materials, the rice crop 
turned out to be the second highest in Japan’s 
history. Taking the year as a whole the net 
‘deficit was US$533 millions as compared 
with a surplus of US$293 millions in 1956, 
with exports higher by 14 per cent and im- 
ports by 32 per cent. 


It would seem that the tide has been turned 
and that the deflationary policy has succeeded 
in slowing down the too rapid expansion 
which threatened to exhaust the reserves if 
allowed to continue. Falls in the index of 
production, increasing stocks of goods in the 
hands of importers and lower wholesale 
prices are evidence of this; on the other 
hand advances by the Bank of Japan to the 
banking system at the end of December were 
four times what they were a year previously 
and it is doubtful whether consumer demand 
has been seriously reduced. When one looks 
back on conditions in Japan over the last few 
years, with the rapid swings of the pendulum 
from one extreme to the other, it is tempting 
to speculate whether a way can be found to 
prevent such quick changes in the economic 
climate. 


This poses a difficult problem, faced as 
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Japan is with a steadily rising population 
which necessitates a growing increase in her 
exports to keep her industry running and 
avoid the dangers of severe unemployment. 
No wonder there is pressure to increase in- 
dustrial production particularly as there has 
been a change in the pattern of the export 
trade with less demand for consumer goods. 
This has resulted in activity in markets 
where there is already strong competition 
from other suppliers, many with old estab- 
lished connections, which makes the economy 
particularly vulnerable to any _ recession 
abroad. The shipbuilding industry is a case 
in point. Last year Japan reached the 
highest peacetime output of any nation, but 
with the fall in world demand for shipping, 
particularly tankers, it seems unlikely that 
this level can continue. Other industries will 
undoubtedly suffer also, but raw materials 
are continuing to come forward and it is not 
so easy to turn off the tap. 


It may be that action was not taken in 
time, but, with the danger of unemployment 
always present, it is not surprising that the 
monetary authorities are sparing in the use 
of the deflationary weapon lest the cure be 
worse than the disease. Taking everything 
into account it seems likely that Japan’s 
economy will continue for some time to be 
subject to considerable variations unless there 
is renewed and sustained world-economic 
expansion. 


The political situation remained uneventful 
during the year and very little positive action 
was taken in internal affairs apart from the 
financial measures already. mentioned. Mr 
Kishi retained the cabinet he inherited from 
his predecessor until July but, when the new 
cabinet was formed, it bore signs of the usual 
compromise between the different factions, 
with their varying personal loyalties. The 
Prime Minister was absent from Japan for a 
large part of the year making two tours of 
Asia and visiting the United States and 
Australasia. During these tours he pro- 
pounded his plan for a South-East Asian 
Development Fund, which was given a mixed 
reception. This plan was somewhat vague 
in outline but the original intention was to 
set up a fund in US currency available for 
the supply of industrial equipment from 
Japan to South-East Asia; when it became 
clear that US currency was unlikely to be 
forthcoming a yen fund was proposed. Time 
alone will tell how valuable these tours were, 
but the signing of the peace treaty. with 
Indonesia and the settlement of the repara- 
tions issue gave a successful outcome to the 
last of these. 


Japan continues to maintain the most 
cordial relations with the United States but 
economic necessity alone would prevent 
neglect of her large neighbours. A trade 
pact was successfully concluded with Russia 
in December, but although the Japanese have 
followed the United Kingdom in their relaxa- 
tion of the embargo on trade with China, 
progress in the negotiations with that country 
was slow and trade in fact fell off. Arrange- 
ments have recently been announced for the 
sale by Japan of steel products to China in 
exchange for coal and iron ore and the 
resumption of this traditional trade must be 
in the interests of both countries. 


Rearmament still remains far from popular 
and although the Constitution Research 
Council has been formed the opposition of 
the Socialists makes it unlikely that the 
controversial article in the Constitution, 
relating to rearmament, will be revised in 
the near future. Japan’s election to the 
Security Council will, however, enable her 
to press more vigorously her objections 
to the holding of nuclear tests in the 
Pacific. 


Now that she is once again a member of 
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international organisations, Japan has been 
feeling her way, searching for a policy which 
will suit her particular geographical position 
and satisfy her needs for export markets. For 
this reason I do not think that the last has 
been heard of the South-East Asian Develop. 
ment Fund. 


PHILIPPINES 


The sudden death of President Magsaysay 
in the early part of the year was a severe 
blow to the people of the Philippines where 
he was greatly loved and respected. This 
tragedy, coming as it did in election year, 
made the contest more open, but the 
Nacionalista Party were once again successful 
in the presidency although they lost the vice- 
presidency to the Liberal Party. 
Carlos P. Garcia and Vice-President Dios- 
dado Macapagal were duly inaugurated on 
December 30th and they have assumed office 
at a critical time in the affairs of the young 
republic. 


This is mainly due to the deteriorating 
economic situation, and the new administra. 
tion are faced with a number of very grave 
problems. To quote from the President’s 
recent State of the Nation Address these 
comprise “ food insufficiency, unemployment, 
rising prices, dwindling international re- 
serves, decreasing revenue collections and 
increasing budgetary requirements.” This 
is indeed a formidable list and a reduction 
in consumption would seem to be an essential 
ingredient for any medicine that is prescribed, 
Certain steps to this end have already been 
taken. The rediscount rate was raised in 
September from 2 per cent to 4} per cent 
and in December importers were required 
to deposit cash margins—in some cases up to 
200 per cent—before letters of credit could 
be opened, and these were restricted to essen- 
tial commodities. Without the repeal of the 
“No-Dollar Import Law,” which permits 
barter trade, the monetary authorities are 
somewhat handicapped in their efforts to 
impose austerity on the import programme, 
and it is to be hoped that Congress will 
follow the President’s recommendation and 
re-examine this legislation at an_ early 
date.. The measures adopted so far will 
no doubt result in a slowing down of 
the immediate drain on the foreign ex- 
change reserves, but they are in no way a 
lasting cure. 


For this reason it is not surprising that 
the suggestion for a devaluation of the peso 
is finding a growing number of adherents 
and it is true that by many standards the 
currency is overvalued. Nevertheless it does 
not seem to me that devaluation of itself is 
the answer to the problem, and in fact there 
is the danger that once tried there will be 
the temptation to repeat the experiment. The 
immediate necessity is the implementation 
of a strict fiscal and monetary policy to drain 
the inflation out of the economy and curb 
unnecessary expenditure. Once the infla- 
tionary tendencies begin to weaken then the 
time might come to reconsider whether the 
present value of the peso was advantageous 
to the country as a whole but this should be 
decided upon as a matter of deliberate policy 
and not as a rescue operation 


VIETNAM 


The Republic of Vietnam has now achieved 
a considerable degree of political stability and 
what might be described as the first stage in 
the task of resettlement is almost completed. 
Great credit for rescuing the country from 
the disturbed conditions which previously 
existed is due to the President, Ngo Dinh 
Diem, and his administration, in which fat 
from easy task American advice and assis- 
tance has greatly contributed. Consolidation 
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will be the next step and this may prove more 
difficult, requiring as it will the stabilisation 
of the present political structure and the 
building up of a viable and independent 
economy. 


Imports during the year have continued at 
a high level and the market is heavily over- 
stocked. There is no doubt that import 
licences were granted* on too lavish a scale 
but the tight money conditions caused by the 
delay in utilising counterpart funds has 
greatly hampered sales. These counterpart 
funds are obtained by the government from 
the importers of goods under the American 
Aid programme and can only be utilised on 
approved projects. Unfortunately delay in 
formulating such projects has resulted in a 
large amount of money still being immobil- 
ised with the Banque Nationale du Vietnam 
at a time when its use would not only 
improve the country’s future productive 
capacity but by putting purchasing power 
back into circulation would have the imme- 
diate effect of speeding up the disposal of 
stocks. 


More decisive action can be found in the 
rural areas where the improvements in farm- 
ing equipment and techniques have produced 
higher yields, while work is proceeding on 
clearing highland areas and bringing more 
land under cultivation. Rice exports were 
resumed and totalled about 200,000 tons for 
the year but it is hoped to improve on this 
figure during 1958. Negotiations on repara- 
tions continue with Japan and the gap 


’ between the two sides is being narrowed. It 


seems likely that the building of a hydro- 
electric system on the Danhim river will be 
included in the final settlement, 


CAMBODIA 


The National Assembly has been dissolved 
and pending the result of the new elections 
a provisional Cabinet has been formed. On 
the whole the political situation remains little 
changed and Cambodia continues to adopt a 
foreign policy of strict neutrality. Trade in- 
creased over last year with imports and 
exports more in balance due to a substantial 
rise in exports of rice. Various light indus- 
trial projects are under consideration and 
efforts are being made to develop a deep-sea 
fishing industry in the Gulf of Siam. Clear- 
ing of the jungle to make a road from the 
capital to the port of Kompong Som proved 
more difficult than had been expected but it 
is hoped that this road will be completed 
sometime during 1959. The opening of this 
deep water port will lessen Cambodian depen- 
dence on communications by the river 
through Vietnam. 


THAILAND 


The general elections which were held at 
the beginning of last year touched off a series 
of events which have somewhat changed the 
characters on the political scene. Although 
the Seri Manangasila party won a comfortable 
majority, the way in which the elections were 
tun left a feeling of public dissatisfaction 
which grew more vocal as time went on. In 
September a bloodless coup d’etat, led by 
Field Marshal Sarit Thanarat, resulted in a 
caretaker government being established and 
the withdrawal from the country of Field 
Marshal Pibul Songgram ‘and General Phao 
Sriyanond. Fresh elections were held in 
‘December and a government was formed 
from members of the new National Socialist 
Party. It remains to be seen how this new 
party, which is in fact a coalition of three 
other parties, will fare in internal politics 
especially as, with Field Marshal Sarit 
Thanarat’s departure for medical treatment 
to the United States of America, the three 
personalities who have dominated Thailand’s 
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politics for so long are for the present at 
least absent from the stage. 


Although the import market has been 
somewhat over-stocked, which has resulted in 
difficult trading conditions with some busi- 
ness failures, the year on the whole has not 
been unsatisfactory. In spite of the necessity 
to impose restrictions on the exports of rice 
during the second half of the year the volume 
exported during 1957 at one and a half mil- 
lion tons was the highest since the war. This 
is unlikely to be repeated this year, as the 
mew crop is below average, and the ex- 
portable surplus is not expected to exceed 
one million tons. Teak exports were con- 
siderably reduced due to competition 
from Burma. The budget, which was 
delayed pending the formation of the new 
government, is expected to be presented 
shortly. 


A survey mission from the International 
Bank is at present in Thailand to plan a long 
term development programme and a loan has 
been granted by this bank for the first stage 
of the Yarnhee Hydro-electric project. 


FEDERATION OF MALAYA 


Malayan independence was proclaimed on 
August 3lst at a colourful ceremony in the 
new Merdeka Stadium in Kuala Lumpur in 
the presence of representatives from many 
nations. The Duke of Gloucester, represent- 
ing the Queen, handed over a specially bound 
volume containing the constitutional instru- 
ment providing for the withdrawal of British 
protection over the Malay States and of the 
Crown’s sovereignty over the settlements of 
Malacca and Penang. The Federation of 
Malaya thus became the tenth nation in the 
Commonwealth and subsequently was elected 
the eighty-second member of the United 
Nations. The final arrangements for the 
transfer were completed swiftly in a spirit 
of goodwill on both sides ; while the consti- 
tution followed to a great extent the recom- 
mendations of the Reid Report and seems 
to be a workable compromise which provides 
an opportunity for the development of demo- 
cratic government. The ruler of Negri 
Sembilan State was elected by his fellow 
rulers as the first Constitutional Sovereign 
of the Federation and at the state opening 
of the Legislative Assembly outlined the 
policy of the government. Their first duty 
would be to safeguard the independence of 
the Federation and to protect the constitution, 
the initial threat to which came from the 
communist terrorists. The government would 
not dissipate the resources of the country in 
large armed forces or an elaborate foreign 
service, but would concentrate on home affairs 
and aim “ to maintain confidence in the finan- 
cial standing of the Federation as a field for 
investors at home and overseas.” The Anglo- 
Malayan Defence and Mutual Assistance 
Treaty, which was signed in October, per- 
mitted the United Kingdom forces to be 
stationed in the Federation to assist in ex- 
ternal defence and to provide “ for ‘the fulfil- 
ment of Commonwealth and international 
obligations.” 


The Prime Minister made no alterations in 
his Cabinet and the Alliance Government 
which, under his leadership, had done so 
much to enable the change-over to be com- 
pleted smoothly, continued to guide the 
destinies of the country. This was in accord- 
ance with the wishes of the majority of the 
population, as, although ripples of discontent 
can be deduced from the result of some recent 
elections, the country as a whole is still 
strongly behind the present administration. 
The only disturbing feature has been found 
in some Chinese schools where the dislike 
of certain members of that community for 
some aspects of the government’s education 
policy resulted in outbreaks of indiscipline 
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which in some cases led to violence. It would 
be unreasonable to expect this honeymoon 
period in the political arena to last indefin- 
itely and some more vigorous form of opposi- 
tion is bound to emerge, perhaps before long. 
Following historical precedents, this would 
seem likely to come from the left, but there 
is hope that this may be multi-racial in 
character and thus avoid issues being decided 
on a purely racial basis. 


In an effort to bring an end to the emer- 
gency the government, in September, made a 
final offer of an amnesty to the terrorists with 
the option of either remaining in the Federa- 
tion or returning to China with their families. 
Over one hundred terrorists took advantage 
of this offer by the end of the year when it 
was due to expire and the period was ex- 
tended to April 30th. There are signs of 
definite cracks in the terrorists’ organisation 
and there is now more ground for hoping 
that the ten-year-old emergency may be 
ending. 


A White Paper was issued in the early part 
of the year setting out the general plan of 
cgpital and development expenditure for the 
period 1956-1960. This envisaged the utilisa- 
tion of part of the reserves which “ will re- 
quire strict control over the ordinary budget 
to ensure that revenue is maintained at levels 
sufficient to protect the reserves so that they 
can be used to finance part of the capital 
budget and are not unduly depleted by 
deficits on the ordinary budget.” With 
revenue dependent to such a large extent on 
the price of so volatile a commodity as rubber 
and with future calls of the emergency, so 
difficult to forecast, it is unlikely to prove easy 
to maintain a continuing surplus of revenue. 
For the current year a deficit of M$.119 mil- 
lion is forecast and although estimated deficits 
have tended not to materialise in recent years, 
the low price of rubber will make this more 
difficult this year. A separate capital budget 
is expected to be introduced shortly and it 
may be that some of the projects will be 
slowed down as present high interest 
rates make either the flotation of a loan or 
the selling of investments particularly 
unattractive. 


Discussions on the formation of a central 
bank for the Federation have continued dur- 
ing the year and Mr W. H. Wilcock, of the 
Commonwealth Bank of Australia, has been 
appointed banking adviser and is now in 
Kuala Lumpur. I do not think it would be 
appropriate to make any comment on this 
subject until some definite proposals are 
announced. 


TIN AND RUBBER 


The test of the effectiveness of the Inter- 
national Tin Agreement came earlier than was 
expected and judgment must be reserved as 
to whether this experiment will prove success- 
ful. At the meeting of the International Tin 
Council in March, the price range was raised 
and due to the decline in the market price, 
in sympathy with other commodities, the floor 
price of £730 per ton was reached in October. 
Both the second and third contributions were 
subsequently called for from subscribers and 
restrictions on exports were imposed in De- 
cember and the period extended in January. 
The price at which the manager of the buffer 
stock could sell was lowered and the pro- 
ducing countries recommended the creation 
of a special fund to be put at the disposal 
of the buffer stock. These measures will in 
time reduce the supply, but meanwhile the 
pipeline has to be cleared and the increased 
exports from Malaya in January show that 
this may take longer than was originally 
expected. 


Both production and exports decreased 
slightly compared with 1956. 
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‘The price of rubber declined slowly during 
the year and the average for 1957 was. 884 
cehts as compared with 974 cents in 1956, ‘In 
spite of the downward tendency, doubts about 
the arrival of stocks from Indonesia caused a 
sharp temporary rise in December, and this 
factor continues to make its influence felt. 
Exports were higher than the previous year 
and exceeded one million tons. The most 
notable feature was the considerable rise in 
exports to Japan. 


SINGAPORE 


The talks in London last year were suc- 
cessfully concluded and the way is now clear 
for the granting of the new constitution to 
the State of Singapore and the holding’ of 
elections for the fifty-one member Legislative 
Assembly. Any doubts which existed con- 
cerning the attitude of the government of the 
United Kingdom in this connection should 
have been allayed by the assurance given by 
Mr Macmillan on his recent visit. Registra- 
tion of citizenship under the recently enacted 
ordinance which provides automatic citizen- 
ship for those born in Singapore, with resi- 
dential qualification for others; has recently 
been Completed and the new electoral rolls 
are being prepared. The new constitution 
will provide for full internal self-government 
with the sole responsibility for maintaining 
law and order and preventing subversion but 
the United Kingdom will look after external 
relations and defence and will have the right 
to the use of bases in the island. A consulta- 
tive body, the Singapore Internal Security 
Council, will be established with certain 
advisory powers, composed of three members 
each from Singapore and the United 
Kingdom and one from the Federation. 
It is hoped that this body will iron out 
any difficulties that may arise due to the 
inter-relation of internal security and 
external defence. 


In view of this impending change in the 
form of the administration, it is not surprising 
that disturbances in Chinese schools and 
strikes in the docks and among the telephone 
workers have attracted considerable attention 
abroad. Many shareholders are no doubt 
wondering what the future course of events 
will be but although I do not propose to 
attempt to give any forecast, there are a few 
significant pointers which I will mention. In 
August a White Paper was issued showing the 
extent of Communist activity and penetration 
in unions and political parties which was 
becoming a serious threat to the maintenance 
of law and order. At the same time, a series 
of arrests of active subversionists was made 
which was followed a few weeks later by the 
detention of a number of students. These 
strong measures had their effect, and condi- 
tions in the schools and relations with labour 
have greatly improved. 


The City Council elections were held in 
December, at which only a third of those 
eligible recorded their vote, and resulted in 
a sharp swing to the left. The behaviour of 
the supporters of some of the delegates in 
the early sessions certainly hardly augured 
well for the smooth working of democratic 
government, but recent meetings have been 
quieter and there are signs that the Council 
are now- getting down to business. It is not 
difficult to find cause for misgiving from 
some of these recent events, but it would, I 
think, be premature to look only on the dark 
side, and dangerous to exaggerate the fears 
for the future. The responsibility of office 
has usually made politicians in other parts 
of the world view things in a different light, 
and there is no reason to suppose that this 
will not happen in Singapore. Nevertheless, 
it is not surprising that there is a feeling of 
uneasiness as the economy of an entrepdt is 
so vulnerable to outside influences that, any 
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lack of confidence abroad would have disas- 
trous ‘consequences.  —~ .. : Rolie 

In what seems likely to be his last budget 
address, the Financial Secretary, Mr T. M. 
Hart, looked back on what has been achieved 
in Singapore .since the war. During this 
period M$600 million have been expended 
on development by the government and the 
City Council ‘and recurrent expenditure is 
now more than four times what is was in 
1947. A large part of this increase is due- 
to the ever growing demands of. education, 
public health and social welfare, but the 
organisation of the police force to its present 
high state of efficiency has not been achieved 
without cost. 


In spite of all that has been done, develop- 
ment. must still go on and it will not be. as 
easy in the future as in the past to obtain 
the required capital from either surplus 
revenue or institutional investors. Already 
the government are relying to a large extent 
on loans from the Central Provident Fund 
Board, which are naturally limited in amount, 
and for this reason the pace of future develop- 
ment is likely to be increasingly governed by 
financial considerations. This will necessitate 
a degree of co-ordination and the government 
have set up a Planning Committee to integrate 
development plans of the various authorities 
to. the extent of the funds available. The 
current position is not unsatisfactory and 
increases in taxation this year were confined 
to the raising of the petrol duty to the same 
level as that of the Federation and a few 
minor adjustments but a rise in taxation must 
be looked for in the future. In fact, it seems 
likely that some new forms of taxation may 
be introduced shortly, and although this is no 
doubt inevitable, I hope that these will not 
include any measures which will damage the 
free port status. 


Malayan total external trade showed a rise 
of 2.7 per cent over 1956 but there was an 
adverse balance of M$209 million compared 
with a surplus of M$13 million in 1956. This 
was caused: by an increase in imports of over 
5 per cent with exports at about the same 
level as the previous year. It must of course 
be remembered that there are a number of 
invisible items such as British military 
expenditure not included in these figures 
which make the position not as bad as 
it looks. 


NORTH BORNEO 


The racial problem across the sea is not 
without its influence on North Borneo, where 
the administration are moving slowly in the 
admission of the Chinese labour which could 
be so beneficial to future development. The 
Governor, in his annual report to the Legis- 
lative Council, made it clear that “there is 
no intention of sacrificing the future to our 
present needs.” Under existing conditions 
I should hesitate to criticise such a decision 
but it will inevitably result in progress being 
slow, which is naturally disappointing to all 
interested in trading conditions in this area. 
In Jesselton the building programme has 
gathered momentum and projects completed 
during the year include the new market, new 
government offices and an up-to-date hospital. 
In Tawau, development of the Quoin Hill 
area should in time decrease the dependence 
of the port on the barter trade while in 
Sandakan the construction of new buildings 
and roads is being pushed ahead. In Labuan 
there is little sign, as yet, of expansion but 
the new Shell installation has been completed 
which will be the main distribution depot for 
North Borneo. Trade continued at about the 
same level as in 1956, and for the first time 
timber and copra exports combined exceeded 
rubber in value. 


Both the Governor of North Borneo and 
the Governor of Sarawak have recently broad- 
cast a suggestion that their two territories 
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together with Brunei should consider some 
form of closer association. No concrete pro- 
posals have been. put forward and for. the 
present all that is being attempted is to 
ascertain whether there exist “ bodies | of 
opinion in favour of federation sufficiently 
substantial to make it workable.”..° It 
will be interesting to see how the people 
of these territories react to the proposed 
federation. 


BRUNEI 


Draft. constitutional, proposals were an- 
nounced by the Sultan providing for the re- 
placement of the State Council by the Privy 
Council, Executive Council and Legislative 
Council. Unofficial members of the Legisla- 
tive Council will be nominated, but the 
majority of these will be elected by the 
District Councils. This proposed consti- 
tution seems to have received general 
support but it is strongly opposed by . the 
People’s Party. 


The State continues to be in a very happy 
financial position. The surplus for 1958 is 
expected to be M$68 million, and invest- 
ments total M$450 million. , 


A considerable amount of building ‘is ‘in 
progress and the trunk road connecting the 
capital with the oilfields is expected to be 
completed by September of this year. § 


INDONESIA 


Indonesia has passed through troubled 
times since my last report and, whatever the 
outcome, it is difficult to see much hope of 
improved trading conditions in the immedi- 
ate future. The lack of agreement between 
influential political figures in the capital 
steadily weakened the control of the central 
government over the outer islands where 
many of the local commanders to a large 
extent acted independently, merchanting 
local produce to pay and supply their troops. 
This not only made the chances of any poli- 
tical settlement more difficult but deprived 
the central government of the revenue and 
the foreign exchange which would normally 
have accrued to them, As a result the 
economic situation deteriorated rapidly with 
an increase in the note issue, steadily rising 
government borrowing from the Bank of 
Indonesia and a dwindling of the foreign 
exchange reserves. 


These tendencies, which had been evident 
to a greater or lesser degree during the year, 
gathered momentum in December when: it 
was decided to expel the Dutch in whose 
hands so much of the country’s trade still 
remained. The disruption of coastal ship- 
ping which followed this move was a parti- 
cularly serious matter. Many leading. per- 
sonalities in Indonesia expressed doubts 
about the wisdom of this action, which 
was in fact less strictly enforced in.’ the 
outer islands, and relations between - Java 
and the rest of Indonesia continued ‘to 
deteriorate. ee 


Although political differences played a 
large part in the growing dissension, the main 
cause has been economic, Java with its large 
population has always required more of the 
country’s resources than she has been able to 
contribute and although this is to a certain 
extent inevitable, the outer islands have felt 
that they were not getting their fair share. 
Whatever the outcome of recent events 
may be it seems clear that the previous 
method by which foreign exchange 
resources were allocated is unlikely to, be 
resumed. Meanwhile barter trade of various 
types enables necessary supplies to be 
obtained but the terms of a great deal of 
this trade are far from favourable and do 
- se the economy of the islands as a 
whole. , 
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INDIA 


In August India completed the first decade 
as an independent country during which 

period she has developed a considerable 
crane of political maturity and now exercises 
a profound influence on neighbouring Asian 
countries. The elections resulted in the 
expected victory of the Congress Party, 
although they suffered a number of setbacks, 
particularly in Kerala where a Communist 
administration took office. This has neces- 
sitated certain problems of adjustment at 
the centre but the Congress supremacy over 
the country as a whole has not been seriously 
challenged. Relations with Pakistan unfor- 
tunately show no signs of improvement, with 
the Kashmir problem still outstanding and 
the dispute over the irrigation rights in the 
Indus valley no nearer solution. Trouble 
still continues on the border of Goa but a 
settlement has been reached in respect of the 
Naga areas. On the whole, the political scene 
shows little change. 


The most conspicuous feature of the 
economic scene has been the steady deteriora- 
tion in the foreign exchange reserves. When 
the Second Five-year Plan was drawn up it 
was anticipated that there would be a foreign 
exchange gap which would develop towards 
the middle of the period and it was hoped 
10 meet this by borrowing abroad. Due to 
a large extent to the rise in world industrial 
prices the drawing down of the sterling 
balances occurred earlier than was expected 
and in fact the rapid decrease during the 
summer was one of the strains which resulted 
in the weakness of sterling. 


In spite of a loan in US currency from 
the International Monetary Fund of the 
equivalent of £45 million, the sterling 
balances dropped from £400 million at the 
end of 1956 to £220 million at the end of 
1957, which by any standards is a sizeable 
fall. In October it was in fact found neces- 
sary to reduce the foreign assets which were 
required by statute to be held by the Reserve 
Bank of India. It was India’s misfortune 
that this deterioration in the balance of pay- 
ments should occur at a time when capital 
was in short supply and it soon became 
obvious that assistance would be difficult 
to obtain. The amount required seems likely 
to be considerable as, even after paring down 
the plan to its bare essentials and discarding 
all the frills, it is still expected that there 
will be a shortfall on external account of 
over £500 million. Recently the US Govern- 
ment has announced a loan of approximately 
£80 million and has promised to provide 
surplus agricultural products, while other 
countries will grant credit on a smaller scale. 
As a result, the immediate outlook is more 
promising, but the problem of providing 
sufficient food for internal consumption still 
gives cause for concern. 


It had been hoped that food imports were 
a thing of the past but the harvests have 
not come up to expectation nor has produc- 
tion increased fast enough to meet the in- 
creased demand and it has been found neces- 
sary at times to use valuable foreign exchange 
for the import of food. Imports of other 
commodities have been cut to the bone and 
all types of expenditure requiring the use of 
foreign exchange are being sigorously cur- 
tailed. 

It will be seen that active steps have been 
taken to reduce the foreign exchange drain 
but this has resulted in the index of indus- 
trial production starting to decline, having 
moved steadily upwards since 1951. This is 
probably due to a certain extent to a shortage 
of industrial raw materials and I am glad to 
see that it has recently been announced that 
the import of capital goods will not be made 
at the expense of raw materials. I hope that 
this policy will be strictly adhered to as, 
necessary though new industrial investment 
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is, there will be no overall benefit to the 
economy if existing industries are forced to 
curtail production. 


Last year I pointed out how important it 
was for the future of parliamentary institu- 
tions in Asia that India should succeed in 
her efforts towards increased industrialisation, 
and this is as important now as it was then. 
In spite of the difficulties I mentioned above, 
a great deal has already been done, and the 
available capital has on the whole been wisely 
spent. Progress is being made in the con- 
struction of the three new government steel 
plants and the expansion of the two that are 
privately owned, while many other projects 
are completed or nearly so. 


The industrial delegation, led by Mr G. D. 
Birla, which recently visited North America 
and Europe, found genuine sympathy for 
India’s aspirations and willingness to help 
as far as possible. The delegation, however, 
was impressed by the serious misgivings 
which were felt about some of the country’s 
fiscal and economic policies, and these 
criticisms are similar to many that have been 
made from time to time by industrialists, 
both in India and elsewhere. In particular, 
the slow growth of domestic savings, which 
has resulted in a shortage of local capital, 
could have an unfortunate influence abroad. 
High taxation is blamed for this shortage, 
and the recent widening of the taxation net 
by the inclusion of the wealth and the 
expenditure tax is unlikely to make the posi- 
tion any easier. “ Without profits there can 
be no savings, without savings there can 
be no investment, and without domestic 
investment no seeking of capital abroad,” 
the delegation declare in their report, and 
these are words which could with advan- 
tage be seriously considered not only by 
India but by many other countries in the 
world today. 


In conclusion, it is clear that the country 
faces a difficult time in the immediate future 
with the probability that things will get worse 
before they get better. The outlook is, how- 
ever, not entirely black, and if it is possible 
to surmount the troubles of the next few 
years the increasing industrial investment 
should begin to make its influence felt. 


BURMA 


Burma also recently celebrated the tenth 
anniversary of the attainment of indepen- 
dence, and this coincided with a growing 
improvement in the internal situation. It 
had been clear for some time that the restora- 
tion of law and order must take precedence 
over economic development, and in June the 
Prime Minister, U Nu, promised that in 
future this would be his government’s policy. 
The increased expenditure in the budget on 
the police and defence was practical action 
along these lines, while the surrender of 
several regional commanders of the terrorists 
with their followers was evidence that the 
more vigorous measures adopted were having 
their effect. Little progress, however, was 
made in the border dispute with China over 
territories in the Kachin State. 


The general financial outlook is far from 
promising. The foreign exchange reserves 
fell from £40 million to £30 million, not- 
withstanding a loan from India; while the 
failure of the rice crop in certain areas will 
result in the exportable surplus being only 
a little over half of the two million tons 
shipped last year—admittedly a postwar 
record. Teak output, which was running at 
about 50 per cent over the previous year’s 
figures, is expected to continue to improve, 
and exports increased by about one fifth. 
The fall in the world price of non-ferrous 
metals will, however, result in lower earnings 
from this source. In view of the deteriorating 
state of the foreign exchange reserves it is 
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not surprising that action has been taken by 
the exchange control and import licensing 
authorities to bring about a reduction in 
imports. 

The semi-government organisations which 
I mentioned last year now handle a large 
part of the import trade, and were set up 
with the intention of reducing the cost of 
living. In this they have had a limited suc- 
cess as although some prices have fallen they 
have run into difficulties over distribution 
and have not always arranged their orders to 
meet the market demand. In fact faulty 
procurement has resulted in the arrival of 
imports being uneven, and this has at times 
caused delays at the port of Rangoon. Recon- 
struction of the port is continuing, but a great 
deal still remains to be done. 


Although it has not been found possible 
to push ahead with industrialisation with as 
rapid a speed as was once hoped, quite a 
large number of projects have been com- 
pleted, and the joint venture arrangements 
between foreign concerns and the govern- 
ment are working well. Until it is clear that 
the terrorists’ organisation has been broken 
the pace of future development may be slow 
but a favourable rice crop this year would 
alter the economic outlook very rapidly. 


CEYLON 


During the year the government were able 
to implement a number of their election 
promises. The British bases were handed 
back, a compromise was reached on the 
language issue and a select committee was 
set up to examine the question of revising 
the constitution. Nationalisation, on the other 
hand, is not being rushed, although the bus 
transport system came under public owner- 
ship on January 1, 1958, and it seems likely 
that the port of Colombo will follow suit. 
The tenth anniversary of the attainment of 
independence, however, finds the political 
situation uneasy with considerable rivalry 
between the various groups which make up 
the People’s United Front. This has miti- 
gated against resolute action being taken to 
deal with some of ‘the outstanding problems, 
the most important of which is the continu- 
ing labour unrest, particularly in the port of 
Colombo. The movement of exports has 
naturally been hampered and the delays in 
the port have caused a number of ships to 
bypass Colombo. 


Ceylon is fortunate in having a comfort- 
able cushion of external assets, but the terms 
of trade moved against her in 1957, and the 
reserves fell by Rs.236 million, the first year 
in which they have declined since 1953. The 
tea crop was a record, and in spite of the 
delays in the port of Colombo, exports of 
tea for the first eleven months increased 
both in value and volume, as did exports of 
rubber. Trade as a whole was greater, but 
as imports showed a larger increase there was 
an adverse balance of Rs.85 million. A 
number of measures has already been taken 
to restrict withdrawal of capital and import 
duties on luxury goods have increased but 
it remains to be seen whether or not stricter 
control of imports will be necessary. The 
recent floods, although not quite so devastat- 
ing as had been reported in the press, are 
bound to increase government expenditure 
for relief work and repairs; a deficit had 
already been estimated in this year’s budget 
which seems likely to be increased. 


The future economic outlook is somewhat 
uncertain as is always the case with this 
country when the price of her export com- 
modities is low. While external events dictate 
the level of these prices, the other unsatisfac- 
tory feature of the economy, namely, the dis- 
turbed labour relations, is a problem which 
must be tackled internally. I hope that 
action will not be too long delayed. 
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CONCLUSION 


Once again I come to the end of my survey 
of the eastern scene and I am afraid this year 
it has not been possible to paint quite such 
a rosy picture. It may be that the postwar 
boom is ending and that a period of reces- 
sion is setting in. On the other hand this 
may be merely a pause before the advent of 
a further upward surge of world economic 
expansion. Time alone will tell but mean- 
while I think it would be wise not to count 
on any rapid improvement in the conditions 
of the countries which I have been discussing. 
Commodity prices are still very weak and the 
resulting adverse reaction has been accentu- 
ated by the large development plans most of 
them have undertaken. Their problems are 
on the whole similar ; growing populations, a 
large part of which have a comparatively low 
standard of living, with their economies 
dependent to a large extent on agricultural 
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commodities subject to severe fluctuations in 
price. 


It is not surprising that there is the urge 
to expand local industry ‘in order not only 
to raise the standard of living but also to 
make the economy. less susceptible to the 
vagaries of world demand. But rapid indus- 
trialisation has its own problems, the most 
difficult of which is to keep inflation under 
control. As the projects get under way em- 
ployment rises and with it demand, particu- 
larly for food and basic clothing. Prices go 
up and it is found that the available foreign 
exchange is earmarked for the imports of 
machinery and industrial raw materials. Im- 
ports of consumer goods which would restore 
the level of prices have to be limited due to 
payment difficulties but the internal demand 
still grows. 


It can be seen that striking the proper 
balance among the conflicting claims on the 


SCOTTISH EQUITABLE LIFE 
ASSURANCE SOCIETY 


GRATIFYING RESULT OF QUINQUENNIAL INVESTIGATION 


MR ALASTAIR M. WATSON ON ANOTHER SUCCESSFUL YEAR 


Mr Alastair M. Watson, Chairman of the 
Board of Directors, presided at the One 
Hundred and Twenty-Seventh Meeting held 
on March 13th in Edinburgh. 


In the course of his remarks Mr Watson 
said: 

Today I have a dual duty to perform 
because in addition to the year’s Accounts, 
we have before us the Report on the Quin- 


quennial Investigation as at December 3lst 
last. 


RECORD NEW BUSINESS 


Dealing first with the Society’s operations 
during 1957, it is noteworthy that the year’s 
net new sums assured exceeded £6 million 
for the first time in our history—the actual 
total was £6,652,871—and showed an increase 
of more than £1 million over the correspond- 
ing figure for 1956. The above total is made 
up of ordinary life assurances of £5,338,643 
and group life assurances of £1,314,228—in 
each case a record. In addition new life 
annuity contracts have been issued for a total 
of £428,888 per annum. Our outside staff 
are to be congratulated on the success which 
has attended their efforts and we are once 
again much indebted to our Agents for their 
continuing loyal support. 


REVENUE ACCOUNT 


The Life Assurance Fund has advanced 
in the year by the handsome sum of over 
£1,400,000. The premium income shows a 
substantial rise of over £160,000; this in- 
crease, of course, reflects the higher level of 
our new business. Our gross interest income 
once again has increased by over £100,000. 
A year ago my predecessor drew attention to 
the fact that the Society’s gross rate of 
interest exceeded 6 per cent for the first time. 
This year the rate is £6 5s. Id. per cent 
against £6 ls. 5d. per cent in 1956. Com- 
mission and Expenses both show an increase 
as compared with last year. So far as Com- 
mission is concerned, the larger payment is 
directly related to our record new business 
figures. The increase in expenses arises 


partly from the expansion in our activities | 


and partly from well merited increases in 
staff salaries ; to this extent the higher out- 
lay must be regarded as a necessary factor in 
the healthy growth of the Society. 


EXPANSION OF BUSINESS 


While the year under review has obviously 
been a very successful one I think that a 
clearer picture of the development of the 
Society’s life business can be obtained if we 
look at the quinquennium as a whole. Thus 
in round figures the premium revenue in the 
Life Assurance Fund was £1,318,000 in 
1952, it is now £2,173,000 ; the gross interest 
income in 1952 was £731,000, it is now 
£1,270,000 ; as a result of the increase in 
business during the quinquennium the Life 
Assurance Fund has advanced '_ from 
£14,721,000 to £21,514,000 ; in other words 
the Society shows an expansion of roughly 
50 per cent in the last five years. 


BALANCE SHEET 


The Board have reviewed all the invest- 
ments and are well satisfied that the assets 
are worth more than the Balance Sheet 
figures ; the Stock Exchange Securities appear 
in the Balance Sheet at less than their market 
value after deducting accrued interest ; the 
Reserve Account of £250,000 remains intact 
and is available for any purpose for which 
it may be required in the future. It is inter- 
esting to look back on the experience of the 
last five years. The early years witnessed a 
steady and substantial rise in the level of 
investment values. This trend, however, was 
reversed in 1956 and the downward move- 
ment was accentuated in 1957. Despite the 
fall which has occurred the conservative value 
placed on our assets in the past and the 
results of our investment policy have stood 
us in good stead and have enabled us to 
meet the present situation not only without 
any assistance from the Reserve Account but 
with a comfortable margin in hand. 


HIGHEST BONUS RATES 


_ While an analysis of the yearly Accounts 
is instructive a full appreciation of the pro- 
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resources available is by no means easy and 
to point out what is wrong is easier than to 
show the way of putting things right. No 
doubt development can be slowed down but 
this takes time as it is obviously uneconomic 
to stop enterprises already half completed. 
Raw materials must continué to be imported 
to keep existing industries running and the 
failure of a harvest or a rise in prices abroad 
may completely upset even the most conserva- 
tive calculations. I am not. suggestjng that 
errors have not been made nor that admini- 
stration has not at times fallen down due to 
inexperience or even more blameworthy 
causes. Nevertheless any criticisms of the 
failings of these countries should be tem- 
pered with the realisation of the immense 
difficulties they have to face and if at times 
they may have aimed too high, surely this 
is an accusation that could be levelled at 
many of the most successful examples of 
human endeavour. 


gress of a life office can only be achieved 
by an actuarial valuation of its affairs. The 
interest and mortality bases adopted for the 
valuation of the liabilities in respect of life 
assurances and of general annuities are the 
same as were used in the previous Investi- 
gation as at December 31, 1952. In the 
case of the valuation of the liabilities under 
the Pension Annuity Fund, however, the rate 
of interest adopted on this occasion is 4 per 
cent in view of the changed taxation basis. 
Taking the total value of the liabilities 
from the Life Assurance Fund there 
emerges a surplus of £2,115,251. This 
compares with £1,445,368 five years ago and 
provides further proof not only of the 
progress of the Society but also of its profit- 
earning power. 


The Directors have decided to declare a 
Bonus on ordinary participating assurance 


policies at the rate of 46s. per cent per 


annum compound, that is, calculated on sums 
assured and existing bonuses. In the case 
of: the new class of participating deferred 
annuities the rate of bonus declared is 42s. 
per cent per annum compound. This bonus 
is allotted in the form of an addition to the 
amount of annuity provided by the policy. 
These allocations cost, in all, £1,688,681, 
leaving a balance of £426,570 to be carried 
forward. 


As regards claims falling due in the Quin- 
quennium which has just commenced the 
Intermediate Bonus to be paid in respect of 
premiums due after December 31, 1957, is 
a matter for decision by this meeting. The 
Directors have given very careful considera- 
tion to this question and have no hesitation 
in recommending that until otherwise 
resolved the intermediate rates be the same 
as the rates declared. 


I am sure you will regard the results of 
our Investigation as most gratifying. The 
above rate of 46s. per cent is the highest we 
have ever declared. The Society’s position 
is eminently sound. We cannot say what 
the future may bring, but I can say this, 
that as things stand at present the prospects 
for future bonuses are good. The Scottish 
Equitable retains its place in the top grade 
of Life Offices and I hove that our Members 
will make a special effort to bring the merits 
of the Society of their choice to the notice 
of their relatives and friends and thus help 


to further our growth to their mutual 
advantage. 


The adoption of the Report and Accounts 
was carried unanimously. 


Head Office: 28 St. Andrew Square, 
Edinburgh, 2. 


London Office : 13/14 Cornhill, E.C.3. 

























THE ECONOMIST MARCH 22, 1958 COMPANY MEETING REPORTS 1087 


THE HONGKONG AND SHANGHAI BANKING CORPORATION 


(Incorporated in Hong Kong with limited liability) 


REPORT OF THE DIRECTORS PRESENTED TO THE MEMBERS AT THE ORDINARY YEARLY GENERAL MEETING HELD AT THE 
HEAD OFFICE, HONG KONG, ON FRIDAY, 14th MARCH, 1958 
The Directors have pleasure in submitting the Balance Sheet at 3ist December, 1957, together with the Profit and Loss Account for the year ended at that date. 





Hong Kong 
Dollars 
The Profit for the year, after providing for taxation on profits earned to date and after making transfers to the credit of Reserves for 
Contingencies, out of which provision for diminution in value of assets has been made, amounts tO.............eeeeeeee8 $21,035,543 
To this must be added the undistributed profit brought forward from the previous year............ccc cee ee cece eeeeeceeseece $11,039,578 
Less : Amount transferred to the Reserve Fund during the year.......... Sudedecdaddcdeedaccsetesbstsdvedaceseedsedsa e 9,000,000 















2,039,578 





23,075,121 
An Interim Dividend of £2 per share on 200,000 shares was paid on 10th August, 1957, amounting to £400,000 at 1/2-13/16 .. 6,481,013 
eerie mh WI SV Te CI CE on on nh cnikc cece eccdctccccedecesicccccccecsuceaccceeceeeadeceseoeeuess ee 16,594,108 
This balance the Directors recommend: be appropriated as follows :— 
pe EE a ene Cree TTT TOO TETTCCT EET C TU CLC TTT CCT OCT ‘ $4,000,000 
A Final Dividend of £1 12s. 6d. per share on 400,000 shares £650,000 at 1/2-13/16....... ccc cce cee c cece eeeeeseenes ‘ 10,531,645 0a5n0ees 





leaving a balance to be carried forward to mext year Of ....ccccccccccccccccccccccccccccccscctcccccccesceseceecsecese e $2,062,463 













The above appropriations have been incorporated in the Accounts. 
In accordance with a resolution fassed at an Extraordinary General Meeting of Members held on 9th August, 1957, the capital of the Corporation was increased 
to HK$50,000,000 by the creation of 200,000 new shares of HK$125 each and a sum of HK $25,000,000 standing to the credit of the Reserve Fund was capitalised 
and applied in payment in full of the 200,000 new shares. During the year legislation was passed amending the Bank’s Ordinance to cancel the Reserve Liability of 
Members and to abolish the contingent liability of Members in connection with the Note Issue. 

The Board of Directors have authorised the transfer of a sum of HK$16,000,000 from Inner Reserves and a sum of HK$9,000,000 from the balance of un- 
distributed profits to the Reserve Fund. The Reserve Fund accordingly now amounts to HK$128,000,000. 
DIRECTORS. During the year Mr. J. A. Blackwood resigned his seat and Mr. G. M. Goldsack and Mr. W. C. G. Knowles joined the Board. 
Mr. J. F. Macgregor, The Hon. C. Blaker, M.C., E.D., and Mr. L. Kadoorie retire by rotation, but, being eligible, offer themselves for re-election. 
AUDITORS. The Accounts have been audited by Messrs. Lowe, Bingham & Matthews and Messrs. Peat, Marwick, Mitchell & Co., who are eligible for re- 


appointment. 
By Order of the Board, 
Hong Kong, 26th February, 1958. C. BLAKER, Chairman. 




































BALANCE SHEET AT 3lst DECEMBER, 1957 
Hong Kong Sterling Hong Kong Sterling 
Dollars Equivalent Dollars Equivalent 
SHARE CAPITAL CASH IN HAND AND BALANCES WITH OTHER 
Authorised and Issued WEE cneutctcddd dandddadeenddndeasanecssae $266,561,910 £16,660,119 
400,000 Shares of HK$125 each, MONEY AT CALL AND SHORT NOTICE..... 163,783,496 10,236,469 
DE Moti wcccpecchesiececcawedeeedene $50,000,000 £3,125,000| BRITISH AND OTHER GOVT. TREASURY 
a Se ee eer ee 128,000,000 8,000,000 et 24co00nsseensdsaaveckdsaceqdeededs’ 425,026,644 26,564,165 
PROFIT AND LOSS ACOOUNTE ..cccccccccccce 2,062,463 128,904 | TRADE BILLS DISCOUNTED ................. 490,218,844 30,638 678 





— ———— |HONG KONG GOVT. CERTIFICATES OF 
$180,062,463 £11,253,904 INDEBTEDNESS issued in respect of funds de- 


























HONG KONG CURRENCY NOTES posited as security for the Excess Note Issue ... 661,883,047 41,367,690 
IN CIRCULATION INVESTMENTS, at under market values : 
Authorised Note Issue ......... $30,000,000 British, Colonial and Other Govt. 
Seen MOM kk cccceccces 661,742,000 691,742,000 43,233,875 Securities : 
—_——— Quoted in Great Britain....... - $190,657,728 
CURRENT DEPOSIT AND OTHER Quoted outside Great Britain... 112,433,262 
ACCOUNTS, including Reserves Other Investments : 
and Provisions for Contingencies Quoted in Great Britain...... ee 27,154,144 
rere ree $2,695,184,683 Quoted outside Great Britain... 11,803,800 342,048,934 21,378,059 
AMOUNTS DUE TO SUBSIDIARY —_———_— 
II xi cccéucickacuday 413,060 ADVANCES TO CUSTOMERS AND OTHER 
ACCEPTANCES ON BEHALF OF ACCOUNTS, less Provision for Bad and Doubtful 
CRG vc Ri Wakescwieed aus 21,859,997 DN atccetdbkknidadetsdsadndn gineeaienhaks 1,186,038,421 74,127,401 
PROPOSED FINAL DIVIDEND in AMOUNTS DUE BY SUBSIDIARY COMPANIES 8,203,416 512,714 
respect of the year ended . 3ist LIABILITIES OF CUSTOMERS FOR ACCEPT- 
Re: TNS? asdccsscnncwacues 10,531,645 2,727,989,385 170,499,337 es BE COR s da ek ccendncéscatncsaccece 21,859,997 1,366,250 
NOTES :— 
1. Confirmed Credits, yy a = FIXED ASSETS $3,565,624,709 £222,851,545 
oraements u 3 46 : as 
ersanari Titi counce te koe Investments in Subsidiary Com- 
there are commitments in respect of out- Panies, at COSt.......+.-seeees . $12,837,159 
standing Forward Exchange Contracts Investment in Associated Company, 
2. Foreign Currency balances have been ROE CG cincébnadwesauccedeane 2,003,499 
eS A ee et et Bank Premises at cost, less amounts 
pro, ely : 
aan mee Ss Seen cee CIEE s hiccvscanséuanes wees -19,328,481 34,169,139 =. 2,135,571 





lents of the figures shown in the above 
Balance Sheet have been converted at 
the rate of HK$] =—1/3d. 







Cc. BLAKER 
3. Investments having a market value of ° 
HK$30,894,496 are deposited with L. KADOORIE +Directors. 
The Crown Agents to cover the liability L. B. STONE 





in respect of the Authorised Note Issue. 


MICHAEL W. TURNER, Chief Manager. 
J. A. H. SAUNDERS, Chief Accountant. 











$3,599,793,848 £224,987,116 $3,599,793,848 £224,987,116 






REPORT OF THE AUDITORS TO THE MEMBERS OF THE HONGKONG AND SHANGHAI BANKING CORPORATION 


We have examined the above Balance Sheet with the books of the Corporation kept in Hong Kong, with the audited Accounts of the London Office and with 
the Returns received from the other Offices. We have obtained all the information and explanations we have required for the purposes of our examination. The 
above Balance Sheet gives the information required by the United Kingdom Companies Act, 1948, in the manner prescribed for a Banking Company and on that basis, 
in our opinion, is a full and fair Balance Sheet properly drawn up so as to exhibit a true and correct view of the state of the Bank’s affairs at 31st December, 1957, 
according to the best of our information and the explanations given to us and as shown by the books kept in Hong Kong and the Returns received from the other 


Offices. 
LOWE, BINGHAM & MATTHEWS Chartered Accountants, 
Hong Kong, 26th February, 1958. PEAT, MARWICK, MITCHELL & CO. Auditors. 













PROFIT AND LOSS ACCOUNT FOR THE YEAR ENDED 3ist DECEMBER, 1957 










Hong Kong Hong Kong 
Dollars Dollars 
Amount to be written off Bank Premises ........ $4,000,000 | Balance brought forward from 31st December, 1956 $11,039,578 
Interim Dividend of £2 per Share on 200,000 shares Less : Amount transferred to Reserve Fund..... 9,000,000 2,039,578 
paid 10th August, 1957, £400,000 at 1/2-13/ (16. $6,481,013 
Proposed Final Dividend of £1 12s. 6d. per Share on Profit for the year, after providing for taxation on 
400,000 shares £650,000 at 1/2-13/16 ........... 10,531,645 profits earned to date and after making transfers 
———_ 17,012,658 to the credit of Reserves for Contingencies, out 
Balance carried forward to next year............ ‘ 2,062,463 of which provision for diminution in value of assets 
BD CON Mi occcccisctcndcccocceceucsocas e 21,035,543 





$23,075,121 $23,075,121 


————— 
8 eee ti memes 








Special Administrative Expenses, including Chief 
Manager’s emoluments, Directors’ Fees and 
London Committee Fees amounted to HK $972,221 
(HK$964,015). 






continued overleaf 
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THE HONGKONG AND SHANGHAI BANKING CORPORATION—continued 


STATEMENT IN CONNECTION 


WITH SUBSIDIARY COMPANIES 


1. The Investments in Subsidiary Companies appearing in the annexed Balance Sheet represent 14,975 Shares of the Capital Stock of The Hongkong and Shanghai 
Banking Corporation of California and the whole of the Issued Share Capital of three Trustee Companies and four Nominee Companies. The Balance Sheet 
of The Hongkong and Shanghai Banking Corporation of California at 31st December, 1957, is annexed. 
the four Nominee Companies have not been submitted as the Directors are of the opinion that such Accounts would be of no real value to the members of the Bank. 

2. No part of the profits earned by the Subsidiary Companies has been dealt with in the Accounts of the Bank. The net aggregate amounts of the Subsidiaries’ profits, 
after deducting the Subsidiaries’ losses, so far as they concern the Bank, are as follows :— 


(i) For the year ended 3ist December, 1957 .............. 


THE HONGKONG AND SHANGHAI BANKING CORPORATION OF CALIFORNIA 


@) For previous financial years .....ccccscccccccccssccecs 


Hong Kong 
Do 


The Accounts of the three Trustee Companies and 


({ncorporated in the State of California with limited liability) 


CAPITAL AND SURPLUS 


Capital Stock, par value $100 per share, authorised and issued, 


15,000 shares 


ee ot ecb angen ahaa ed ake nen 


Undivided Profits 


DEPOSITS 
Demand, commercial and due to Banks 


Public funds 


The Hongkong and Shanghai Banking Corporation 
ACCRUED TAXES AND SUNDRY PAYABLES............ 


ONG... 55... cate eae Satecaw sak 


BALANCE SHEET AT 3ist DECEMBER, 1957 








LETTERS OF CREDIT AND ACCEPTANCES ON BEHALF 


OR CARERS URED s 0s knw's0s nots on00000000esess 


US$15,190,301 





MICHAEL W. TURNER, Chairman of the Board. S. J. H. FOX, President. 


rn ee A LINEAR TL LT 


ACCOUNTANTS’ REPORT TO THE BOARD OF DIRECTORS OF THE HONGKONG AND SHANGHAI BANKING CORPORATION OF CALIFORNIA 


We have examined the balance sheet of The Hongkong and Shanghai Banking Corporation of California as of December 31st, 1957. 


CASH ON HAND AND BALANCES WITH OTHER BANKS US$1,631,897 
BILLS AND ACCEPTANCES RECEIVABLE : 


sane rt eek US$1,500,000} US Government Treasury Bills ........q--..-..+- $3,967,240 
aa haw ae ae 375,000 Trade Bills and Acceptances .........2..eeeeeeees 495,009 
ee ee 16,341 os 4,462,249 
—_—_—_—_— | ADVANCES TO CUSTOMERS AND OTHER ACCOUNTS.. 6,623,958 
1,891,341 | UNITED STATES TREASURY BONDS: 3 ; 
($1,100,000 par value pledged as security for deposit of public 
.- $5,594,141 funds), at approximate market value ..................+-- 1,124,950 
-- 4,504,412 LIABILITIES OF CUSTOMERS FOR LETTERS OF CREDIT 
oe 653,400 AND ACCEPTANCES, per contta ......cccccccccccccccces 1,347,247 
10,751,953 
1,077,858 
11,829,811 
121,902 
Spevseeeaeee 1,347,247 


US$15,190,301 
R. M. ROCHE, Treasurer. 


Our examination was made 


in accordance with generally accepted auditing standards, and accordingly included such tests of the accounting records and such other auditing procedures as we con- 


sidered necessary in the circumstances. 
selective verifications as of December 31st, 1957. 


Our confirmation of the principal assets and liabilities was made as of November 30th, 1957, with subsequent review and 


In our opinion, the accompanying balance sheet presents fairly the financial position of The Hongkong and Shanghai Banking Corporation of California at 
December 31st, 1957, in conformity with generally accepted accounting principles applied on a basis consistent in all material respects with that of the preceding year. 


San Francisco, California. 
February 5th, 1958. 








PEAT, MARWICK, MITCHELL & 
Certified Public Accountants. 


co. 


= 





LINGGI PLANTATIONS, LIMITED 


FINANCIAL STRENGTH AND PROGRESS IN REPLANTING 


SIR JOHN HAY ON THE RUBBER OUTLOOK 


The sixty-second annual general meeting 
of Linggi Plantations, Limited will be hel 
on March 27th at 19 Fenchurch Street, 
London, E.C.3. 


The following is the statement by the 
chairman, Sir John Hay, which has been 
circulated to Stockholders: 

The accounts now under review reflect 
the change in our capital structure. Issued 
ordinary stock which previously stood at 
£615,925 is increased to £927,900. £80,000 
was issued in payment for Kombok estate, 
acquired as from November 1, 1956, and in 
March 1957 a capital distribution of one unit 


for three was made, involving the issue of 
£231,975 additional stock. 


PROFITS AND DIVIDEND 


Export duty in its lower incidence acted as 
a set-off against a higher rate of estate expen- 
diture. Despite a substantially greater output 
to which our latest acquisition, Kombok 
Estate, made a significant contribution, our 
net profit shows a slight decline consequent 
on the fall in the average price of rubber over 
the period covered by our accounts. I did 
observe in my statement last year that the 
issue of bonuses in the form of cash and 
stock was an exceptional operation and indi- 
cated clearly that there could be no reasonable 


expectation of its repetition. Notwithstanding 
a fall in profit, albeit a slight one, we are 
recommending a dividend distribution which 
will absorb £20,000 more than last year’s pay- 
ment, excluding the special cash bonus. The 
increase in our issued capital seems to have 
served to mask the liberality of our proposal. 
Perhaps it is timely to remind stockholders 
that the total of the proposed dividend repre- 
sents a sum four-and-a-half times as great as 
the amount paid in respect of a period as 
recent as 1952/53. The taxation relief 
granted to overseas corporations has, of 
course, enabled us to pay out to stockholders 
a larger share of the profit earned, but it is 
not the sole contributing factor. Past restraints 
and the cumulative results of a continuing 
progressive policy are the elements in the 
building of a position of financial strength, 
without the support of which we could not 
confidently pursue our programme of rep!ace- 
ment and improvement, with its inseparable 
future commitments. 


VISIT TO MALAYA 


I am writing this on my way home from 
Malaya when the impressions of that visit are 
clear in my mind. I welcomed the oppor- 
tunity of once more discussing and settling 
with those in the East, who are responsible 
for the administration and management of 


our estates, many matters affecting the con- 
duct of the Company’s operations in Malaya. 
n the course of my inspection I noted with 
pleasure the advanced stage reached in the 
elimination of all old seedling rubber and its 
substitution with modern stock. I saw Man- 
tin Estate in the process of transmutation 
from rubber to tea, and was able to give a 
timely decision in respect of our Sembrong 
Estate in Johore. This property was our 
original essay in planting with what was then 
regarded as high yielding modern stock. It 
has served us well but is now becoming obso- 
lete and is due for gradual replanting. In 
this instance we intend to resort to mechani- 
cal aid in the initial stages of felling and 
clearing and we hope by the acquisition of 
some adjoining land to increase the estate to 
a more economic unit. 


These visits of mine which have extended 
over a long period of years are valuable not 
only because they provide an opportunity for 
renewing one’s acquaintance with our estates 
but, perhaps more importantly, they furnish 
the occasion for meetings with our officers in 
the East and for discussing with them, to 
agreed conclusions, recurring problems. 
Close and mutual understanding so estab- 
lished, produces a harmony between East and 
West which might well be otherwise lacking 
and is an important ingredient in the efficient 
and successful conduct of the Company's 
Operations. 


LABOUR 


Technical progress on our estates is well 
matched by social advancement in the treat- 
ment of our workers. Better housing with 
extended amenities, medical services with 
maternity benefits, educational and recrea- 
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tional facilities and provisions for retirement, 
constitute valuable supplementaries to cash 
earnings. Work on a rubber estate under 
modern conditions contrasts favourably with 
other occupations where employment is pre- 
carious and earnings are by comparison 
meagre, with few or no social benefits. 
Although there may be in certain operations 
an extended resort to mechanisation, the main 
reliance continues to be on manual-aid. Con- 
sequently, labour is still the main item in 
cost, and wages must be related to the indus- 
try’s ability to pay, which is determined by 
the price of rubber. Natural rubber no 
longer enjoys a monopoly. It must, if it is 


10 survive aS a progressive industry offering. 


constant employment, compete successfully 
with the synthetic product which has already 
received too much encouragement to extended 
production. There may, nevertheless, be 
some scope for higher earnings on the basis 
of greater output per unit of labour. One of 
the significant improvements in rubber pro- 
duction has been the continuing increase in 
output per acre, due primarily to replanting 
with better stock. This has not yet been 
matched by tappers’ returns. Here is a 
field for investigation which may result 
in findings beneficial both to labour and 
employer. 


RUBBER OUTLOOK 


It has become customary for me to include 
in this annual statement a statistical forecast 
of rubber production .and consumption for the 
year. This has, however, been already pro- 
vided by others, and since I agree with their 
general conclusions,-I do not propose to re- 
capitulate except to repeat that the expectation 
is that again natural rubber production and 
consumption should be approximately in 
balance; the underlying assumption being 
that by the latter half of the year there will 
be some recovery from the present trade 
recession. But what is submitted as a statis- 
tical exercise is largely in the nature of a 
guess. The Communist countries assume an 
increasing importance as consumers of rubber, 
but we have no advance information of their 
probable requirements and are left to make 
such assessment as we can. Moreover, on this 
occasion the biggest producing country is now 
in a state of sad turmoil, and thefe must be 
considerable doubt as to whether Indonesian 
exports will approximate to normal productive 
capacity. 

In this very brief statistical examination, 
there is one item in last year’s rubber trading 
which, I feel, calls for special mention. The 
United Kingdom’s imports of synthetic 
tubber amounted to 58,000 tons, less than 
half of which came from Canada and the rest 
from the USA. This involved an expendi- 
ture of approximately 36 million US and 
Canadian dollars. As an important contri- 
butor to the dollar pool, Malaya is not dis- 
posed to regard with favour this depletion of 
scarce currency in favour of the purchase of 
a competing product at a time when natural 
rubber is in adequate supply. 


Now that the UK has reached the stage 
of producing synthetic rubber in considerable 
quantities and the price of natural is at a 
competitive level, it would seem that the 
excuse for a continued dissipation of dollar 
reserves no longer exists, 


STAFF 


li is with pleasure that I acknowledge the 
friendliness and co-operation extended to me 
by the Agents and officers of the Company 
and al] who serve it. My colleagues join me 


m recording our thanks to them for their 
services. 


COMPANY MEETING REPORTS 


THE MONOTYPE 
CORPORATION LIMITED 


ENCOURAGING START TO 
CURRENT YEAR 


The fiftieth Annual General Meeting of 
The Monotype Corporation Limited was 
held on March 18th in London. 


Brigadier Sir George Harvie-Watt, Bart, TD, 
ADC, QC, MP (the chairman), presided and, 
in the course of his speech, said: This has 
not been an easy year. The combination of 
the Import restrictions introduced in some 
Overseas Markets, and the strong financial 
measures taken to control credit in the Home 
Market, caused a drop in sales and a con- 
sequential reduction in profits. Nevertheless 
allowing for these factors I consider the 
year’s results not unsatisfactory. The Group’s 
financial position is encouraging. Net 
Current Assets, after taking into considera- 
tion Minority Interests and Future Taxation, 
amount to £1,594,161, an increase on the 
year of £83,862. Your Directors feel justified 
in proposing a final distribution of 7 per cent, 
making 9 per cent less tax, which is the same 
as last year. 


The oppressive weight of taxation can be 
readily appreciated when it is realised that 
for every £1 paid to shareholders, the Cor- 
poration is having to pass £2 15s. to the 
National Exchequer. The share taken by the 
Government is disproportionately large. 
Furthermore when profits are retained in the 
business for further development, Profits 
Tax in addition to Income Tax is levied on 
those retentions. This is a heavy burden 
for industry to carry, especially having regard 
to the increasing effects of world competition. 


For several years the Corporation has 
spent large sums on research and develop- 
ment. Of the expenditure involved approxi- 
mately three-quarters was spent on work 
aimed at the discovery and development of 
new products, and the balance was directed 
towards the improvement of existing pro- 
ducts and processes. 


Sales in Western and Eastern Europe have 
been maintained at a steady level. Un- 
fortunately France, one of our best markets 
was the subject of import restrictions. This 
adversely affected our trade in that country. 


In spite of many and increasing difficul- 
ties, sales in the Home Market compared 
favourably with the previous year. The 
cumulative effect of increased costs, the 
restrictions of credit and the Hire Purchase 
regulations, tended to curtail expansion in 
this market. Furthermore the volume of 
printing has fallen considerably and the 
general pattern of work is changing from 
reading matter to colour and _ illustration. 
Despite all this, however, current prospects 
are not discouraging. 


The restrictions imposed by import licens- 
ing in India and Pakistan and the troubles 
in the Middle East, to which I referred last 
year, had their effect on our trade in those 
areas. These setbacks were, however, parti- 
ally offset by an improvement in sales to the 
USA, the Union of South Africa and other 
African territories. 


So far the current year’s results are quite 
encouraging, although in many markets 
trading conditions are tending to become in- 
creasingly competitive. In a business such 
as Ours where more than two-thirds of our 
goods are exported, we are particularly 
affected by licensing difficulties brought about 
by a shortage of foreign exchange and more 
stringent monetary conditions. It is, there- 
fore, impossible to forecast accurately our 
future results. 


The report and accounts were adopted. 
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MARCONPS WIRELESS 


TELEGRAPH COMPANY 
LIMITED 


The Sixtieth Annual General Meeting of 
Marconi’s Wireless Telegraph Company 
Limited was held on March 13th at Marconi 
House, Strand. 


Sir George Nelson, Bart, Chairman, in 
the course of his. address said: I am pleased 
to report that our turnover has been well 
maintained although not reaching last year’s 
record level. The Group profit for 1957 was 
influenced to some extent by the final settle- 
ment of several large contracts executed in 
previous years and, for this reason, a record 
Group profit this year does not follow the 
trend of the turnover. After making pro- 
visions and deducting all charges but before 
providing taxation, the Group profit for the 
year was £1,075,938 showing an increase of 
£130,020 over the figure for the previous 
year. 


For 60 years Marconi’s have led the world 
in research into many aspects of radio and 
electronics and we have recently almost 
doubled the floor area of our Great Baddow 
laboratories to give us additional technical 
facilities. 


We have made great progress in many 
fields, including the “ over-the-horizon ” 
techniques known as Tropospheric and 
Ionospheric Scatter, which promise to revolu- 
tionise long-distance radio communication, 
and in the airborne doppler navigator, a 
revolutionary device to provide an accurate 
position anywhere in the world without 
having to rely on any ground-based aids. 
Our effort on this problem, in conjunction 
with the Ministry of Supply, has resulted in 
the Marconi Doppler Navigator which has 
been in operational service with the RAF 
and some Commonwealth air forces now for 
more than 3 years. 


Our Radar Division continues to make its 
vital contribution to national defence. The 
last year has also seen the development of a 
long-range airfield surveillance radar and of 
new techniques of remote display, making 
the operation of civil airlines ever more safe. 


While the range and variety of telecom- 
munications equipments is very large, we 
have recently specialised in designing and 
installing entire multichannel radio com- 
munication systems to serve complete terri- 
tories. There are few countries indeed where 
Marconi telecommunications equipments are 
not in daily use. 


For well over a quarter of a century your 
Company has devoted a considerable propor- 
tion of its resources to develop the finest 
transmission equipment for television. Since 
1946, we have supplied for both home and 
Overseas customers 70 transmitters, 33 aerial 
systems, equipment for 51 complete studio 
installations, 25 outside broadcast units, and 
over three million pounds worth of associated 
ancillary equipments. A proud record indeed. 


The world demand for sound broadcasting 
continues to increase, even in countries which 
now have a Jarge television audience, and 
there are many Marconi broadcasters in the 
world which are still giving impeccable ser- 
vice after 25 years of almost continuous 
operation. 


Without efficient electronic instruments for 
testing and measuring purposes, few of the 
scientific and industrial achievements of our 
age could have come to pass. Much of our 
industrial life would be severely handicapped, 
if not paralysed. In hospitals and clinics 
everywhere Marconi electro-medical and 
X-ray apparatus is helping to speed the pro- 
gress of medicine. 


The report and accounts were adopted. 
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THE IMPERIAL TOBACCO COMPANY (OF GREAT 
BRITAIN AND IRELAND), LIMITED 


ANNUAL GENERAL MEETING 


LORD SINCLAIR OF CLEEVE’S REVIEW 


The fifty-sixth Annual General Meeting 
of The Imperial Tobacco Company (of Great 
Britain and Ireland), Limited, was held on 
March 18th at the Recreation Hall of the 
W. D. & H. O. Wills Branch of the Com- 
pany, Regent Road, East Street, Bedminster, 
Bristol. 


The Right Honourable Lord Sinclair of 
Cleeve, KCB, KBE, the chairman, who 
presided, said: 


Ladies and Gentlemen, with your consent 
we will take the Notice convening the 
Meeting and the Report and Accounts as 
read, and I will ask the Secretary to read the 
Auditors’ Report. 


Mr W. Sommerville (Director and Secre- 
tary) then read the report of the Auditors. 


The Chairman continued: 


The Directors’ Report records the fact that 
since the last Annual General Meeting Mr 
T. M. Sowerby and Mr W. D. M. Wills 
have resigned from the Board. Mr Sowerby 
joined the Company in our Solicitor’s Office 
forty-seven years ago. In 1919 when I came 
to the Company he was Acting Secretary. 
He was appointed Solicitor to the Company 
in 1926 and became a member of the Board 
in 1932 and a member of the Executive Com- 
mittee of the Board in 1939. He retired 
from active work in 1948 and since then his 
wide experience and knowledge of our busi- 
ness and his judgment have continued to be 
of great value to his colleagues on the Board. 
We retain a lively appreciation of the out- 
standing contribution which Mr Sowerby 
made to the Company during his long service, 
and there are many in the Company today 
who, like myself, have good cause to 
remember his kindness and his inspiring 
example. Mr Wills served with the Com- 
pany for some years before World War I 
and he has been a most valued member of the 
Board for the last sixteen years. I am sure 
we will all wish to extend to both these 
gentlemen our very warm regards and good 
wishes. 


The four new Directors—Mr E. G. C. 
Beckwith, Mr N. M. Bruce, Mr W. S. J. 
Carter and Mr E. J. I. Whitcroft—who were 
appointed during the year are all engaged 
full-time in the Company’s business and have 
considerable service with the Company. 
They will be most valuable recruits to our 
Board. 


THE YEAR’S RESULTS 


The explanatory Statement issued with the 
Accounts deals with the main features, and 
I hardly think that the detailed figures 
require much elaboration. 


The broad picture of the year’s results is 
very much in line with the forecast I gave a 
year ago—firstly, that competition in the 
trade would be keener than ever and that to 
meet it we had to expect a considerable 
increase in our selling expenses; and 
secondly, that there was no reason to antici- 
pate that manufacturing costs would be 
lower. Although there was a small decrease 
in sales for the year—a circumstance which I 
did not forecast—the decrease in the Trading 
Profit was mainly due to the fact that our 
selling expenses and manufacturing costs 
were higher. The principal items were 


advertising expenditure, distribution charges, 
and, last but by no means least, the cost of 
leaf tobacco. These are not items on which 
it is wise to economise if we are to maintain, 
as we must, a sound and vigorous trading 
policy. 

In the first place, quality of manufacture 
and of packing is the foundation of our good- 
will with the smoking public, and I am glad 
to think that that foundation is as sound as 
it can be made. Secondly, in these days of 
keen competition, intensive and _ effective 
advertising is a necessity. There is also the 
fact that the traders who sell our goods have 
been faced with further increased costs ; 
and, in addition to the increase announced 
in 1956 in payments under the Company’s 
Bonus Agreements with its distributive trade 
customers (which in very general terms are 
deferred payments in consideration of efforts 
to further the sale of our goods), we felt it 
right to increase the distributive trade 
margins last September, when the cumulative 
effects of our own rising costs had made a 
slight increase in the prices. of our tobaccos 
and cigarettes no longer avoidable. 


STOCK-IN-TRADE 


Leaf tobacco, unfortunately, is not one of 
the commodities of which the world price has 
fallen. On the contrary, its price has con- 
tinued to rise—not dramatically but steadily 
—and, with the relatively long stocks that are 
necessary for proper maturing and adequate 
balancing of different grades so as to maintain 
uniformity of quality, the cumulative effect 
of continuing increases in cost is considerable. 
The increase of £2,837,000 shown under the 
heading of Stock-in-trade understates the 
effect of the increased cost of leaf. The item 
is a composite figure of which the principal 
components are unmanufactured leaf in bond 
and in transit, leaf cleared from bond and 
in course of manufacture, and manufactured 
stocks. At October 31st last, our stocks of 
manufactured goods were slightly higher than 
in the previous year, but that was more than 
offset by a decrease in the stock of duty-paid 
leaf in course of manufacture, and the main 
figure, leaf in bond and in transit, while very 
slightly more in lb weight, was substantially 
more in cost per lb. 


I do not think we should expect any drastic 
drop in the cost of replenishing our leaf stocks 
in the current year, but I hope that the 
general rising tendency will be halted, and 
that at least in those places where recent 
prices have been in excess of world average 
prices it will not be long before there are 
actual decreases. Tobacco, as you know, is 
a delicate crop not easy to grow well and, 
more than most crops, subject to vagaries of 
climate. In Southern Rhodesia, for example, 
up to a couple of months ago all the omens 
predicted for this year a better than average 
crop both in quantity and quality. Adverse 
weather conditions, however, have falsified 
these hopes to some extent and I am afraid 
the grades required for the United Kingdom 
market will not be as plentiful as we had 
hoped. (I will have something more-to say 
about the Central African Federation later.) 


This item of Stock-in-trade with which I 
have been dealing is one of the main factors 
in the considerable capital commitments we 


have. That part of it which consists of leaf 
in course of manufacture and of manufac- 
tured stock contains the element of Duty 
which is also present in the Debtors 
item. Day in and day out throughout the 
year, we have some £85 million locked up 
in Duty. During this last year we have had 
a full year at the higher rate imposed in the 
1956 Budget. The rate of £3 ls. 2d. per lb 
is really quite fantastic. Eighty per cent of 
the price we get for our cigarettes is repre- 
sented by Duty and in that fact lies the reason 
why the increase in total consumption in this 
country over the last 20 years has been 50 
much below that of other countries. 


EXPENDITURE ON FIXED ASSETS 


The next main item on the Capital Account 
is Land, Buildings, Plant and Machinery. 
For many years we have had to spend large 
sums in replacement and modernisation of 
our productive capacity. This year has been 
no exception, but the expenditure is vital to 
the maintenance of the structure of the busi- 
ness. You will observe from the Accounts 
that in the Parent Company we have spent, 
under this head, nearly £24 million, and in 
the Group as a whole nearly £54 million. 
The net addition in the Accounts to the value 
of Fixed Assets is substantially less by reason 
of depreciation, but the figures I have given 
do represent the extent to which the book 
values of these physical assets have had to 
be irttreased before depreciation is taken into 
account. 


It is against that background of increased 
cost of stocks, of large commitments for Duty, 
and of considerable obligations by way of 
expenditure on Fixed Assets that the Direc- 
tors felt it prudent that the transfer to Reserve 
from the Parent Company should not be less 
than £34 million and from the Group £4} 
million. That in turn meant that, with the 
net profit from Trading and Investment in- 
come that then remained, the final dividend 
would have to be slightly reduced—making 
20 per cent for the year against 21 per cent 
in the previous year. 


GIFT TO EMPLOYEES 


As you know, it has been the practice 
for a long time to make a Gift to Employees 
in recognition of their efforts to promote the 
Company’s interests during the year. The 
Gift is paid for loyal and willing service to 
the Company and is a tangible recognition 
of the good relations which undoubtedly 
exist among all ranks in the Company’s 
employ. We believe that it is greatly appre- 
ciated and that it materially contributes to 
these good relations. This year the rate of 
the Gift will be 114 per cent of earnings in 
the year ended October 31, 1957, which is 
one half per cent less than last year. 


SUBSIDIARY COMPANIES 


I have referred earlier to the substantial 
amounts that have heen spent in replacement 
and modernisation of our productive capa- 
city. In recent years a considerable part of 
the Group’s expenditure in this field has been 
devoted to our Subsidiary Companies en- 
gaged in the board, paper, and printing and 
packaging industries, —These Companies con- 
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tribute significantly to the Group’s total 
profits, and I think it is opportune for me 
to refer briefly to their activities. 


The St. Anne’s Board Mill Company of 
Bristol produces the board for our cigarette 
cartons and boxes, and also coated and un- 
coated board for use in many other trades. 
It supplies a very high proportion of the total 
United Kingdom requirements of coated 
board, and is one of the largest board mills 
of its type in the country. To meet its grow- 
ing trade a substantial expansion programme 
is in progress. Its research into board and 
paper making materials and techniques has 
also been considerably extended and—as 
you may have seen from Press Reports—the 
St. Anne’s Company was recently able to 
give the British Paper and Board Research 
Association assistance in the development of 
an improved process of pulping straw and 
esparto grass for use in making high-grade 
papers. 


Mardon, Son and Hall Limited, of Bristol, 
have long experience of the printing and 
packaging trade. Using St. Anne’s board 
they supply a very large proportion of the 
Parent Company’s requirements of cartons 
and other forms of packing material. They 
also have a substantial trade with many in- 
dustries outside the Group—their subsidiary 
Celloglas Limited which specialises in high 
gloss protective finishes provides one example 
of this trade. Mardon’s have made a very 
satisfactory recovery from the great damage 
they suffered in the raids on Bristol during 
the war, and their nine factories in the 
Bristol area are now well-equipped with the 
most modern printing and packaging 
machinery. The Mardon Company also has 
expanding interests in Canada and Southern 
Rhodesia. 


Ashton Containers Limited of Bristol pro- 
duce fibre-board cases not only for our own 
Branches for use in despatching their goods 
to their customers but also for a variety of 
trades outside the Group. The most recent 
development is a new plant for the manufac- 
ture of corrugated cases. This plant came 
into production this month. 


Robert Fletcher and Son, Limited make a 
very large part of our requirements of cigar- 
ette paper. They also make many types of 
other special papers and fine tissues—such as 
airmail writing paper, Bible papers, carbonis- 
ing tissues, insulating paper for electrical 
equipment, waxed paper for food wrapping, 
etc.—and in recent years they have developed 
an appreciable business in their opaque print- 
ing paper for the airmail editions of news- 
papers. Combining the production of their 
two well-equipped mills at Stoneclough, near 
Manchester, and Greenfield in Yorkshire the 
Fletcher Company is the largest manufac- 
turer in the country of cigarette paper and 
fine tissues. 


The importance of these four Companies 
in supplying a variety of materials essential 
to our main business needs no further elab- 
oration. They also have in the aggregate a 
substantial business with customers outside 
the Group and I believe that the further 
capital investment that has been made in 
them in recent years will turn out to be 
money well spent. 


THE COMPANY’S AFRICAN ORGANISATION 


The year 1957 marked the jubilee of the 
Company’s organisation in Africa—an event 
of which we are proud. Fifty years ago—in 
1907—the Company set up its leaf handling 
plant at Limbe in Nyasaland—an action 
which was described in a Colonial Office 
Report a good many years later as “a land- 
mark in the development of Empire Tobacco.” 
In 1907 conditions in Nyasaland and the 
Rhodesias were primitive in the extreme but 
im the last fifty years the economic and social 
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development there has been truly remarkable. 
Tobacco has played an important part in that 
development, and the Company has done 
much to encourage appreciation by the British 
consumer of tobacco grown in those terri- 
tories. 


The Company’s leaf handling plant in 
Southern Rhodesia was set up at Msasa near 
Salisbury in 1927. Nyasaland had by that 
time established a firm reputation for the 
production of leaf suitable for pipe tobacco 
and Rhodesia had become a promising source 
of cigarette type tobacco. The erection 
of our factory at Msasa was a clear indica- 
tion of the Company’s confidence in the 
future of African tobacco—a confidence which 
as the production figures show has been well 
justified. In 1925 Rhodesian growers pro- 
duced a total crop of just under 4 million 
Ib, of which United Kingdom manufacturers 
purchased rather over 1 million Ib. Last year 
the Rhodesian growers produced 145 million 
Ib, of which the United Kingdom took 
82 million lb. The greater part of this 
expansion has ‘occurred in the last 12 years 
and it was stimulated and assisted by the 
Agreement which the leading United King- 
dom manufacturers entered into with the 
Rhodesian Tobacco Marketing Board in 1947. 
A good deal of the tobacco grown in Rhodesia, 
however, is not suitable for this country and 
for a number of years the crops have for one 
reason or another failed to produce a sufficient 
quantity of the grades which United Kingdom 
manufacturers have required. Nevertheless, 
the last thing I would wish to do would be 
to appear to minimise the very real progress 
in growing and curing techniques that has 
been evolved, and it is a great pity that quite 
abnormally bad weather at the critical stage 
seems to have prevented this year’s crop from 
adequately reflecting that progress. 


The Company’s African Organisation itself 
has similarly grown from small beginnings 
until today we have an investment in the 
Federation of nearly £3 million, and we 
employ some 170 Europeans and over 5,000 
Africans in our leaf handling and packing 
factories and on our forestry estates where 
timber is grown for making the casks in which 
the tobacco is packed and shipped. The. 
welfare of these Africans and their families 
is a matter in which the Company has always 
been deeply concerned. At both Msasa and 
Limbe we have made for our African 
employees villages of modern brick-built 
houses and have provided amenities which 
include hospitals, schools, churches and sports 
grounds, 


CENTRAL AFRICAN FEDERATION 


In the light of our experience over the years 
in Nyasaland and in the Rhodesias, we have 
faith in the Federation and in its future. I 
do not myself think that it would be an 
exaggeration to describe it as the keystone of 


the Commonwealth arch today. I have no 
doubt that those who are in charge of affairs 
in the Federation are sincere and determined 
in their efforts to achieve real partnership 
between the Europeans and the Africans and 
realise that it is only on that basis that the 
Federation can endure. It is difficult for 
people in this country to judge the pace at 
which that development should best proceed, 
but it is clear that the recent proposals for 
the enlargement of the electorate, having 
regard to the conditions and the state of 
development in Central Africa, constitute a 
distinct advance. 


There are, moreover, encouraging signs of 
progress—for example in the gradual emer- 
gence of a middle-class of African and also in 
the field of education. In 1955 the University 
College of Rhodesia and Nyasaland was in- 
corporated by Royal Charter and last year 
was formally opened by Her Majesty the 
Queen Mother. The importance of this inter- 
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racial University in the development of the 
Federation is clearly very great. 


It is not easy to devise an educational 
system which gives the fullest opportunities 
to those who can use them, without inducing 
something like an educational indigestion in 
the great mass of a people still in the early 
stages of emergence from centuries of primi- 
tive existence. Employers have, I think, a 
real responsibility and a great opportunity. 
The way in which they look after their 
African employees; the amenities and the 
facilities for education, for sport, and for 
social life which the larger employers at least 
can provide; and the simple humanity of 
their attitude can in both a material and a 
moral sense contribute to the raising of the 
general standard of living. The Federation 
has considerable natural advantages, and 
with good guidance will surely grow to great- 
ness in the Commonwealth. To attempt to 
move too quickly and to give responsibilities 
at a faster rate than that at which those 
concerned are fit to assume them would be 
as harmful to its best interests as to go too 
slowly. 


TAXATION 


It is an unfortunate symptom of the times 
in which we live that no review of the posi- 
tion of a Company largely dependent, as we 
are, upon the economic health of the country 
can be complete without some reference to 
taxation. I have already touched briefly upon 
the fantastic burden which this industry has 
to bear in the shape of a rate of Duty which 
exceeds £3 on every pound weight of tobacco 
cleared from bond for manufacture. The 
Government and its Departments immedi- 
ately concerned are in no doubt as to our 
views on this, and surely no consideration of 
the ways and means to secure a more equit- 
able distribution of the burden of indirect 
taxation can fail to recognise that the smoker 
is made to contribute quite disproportion- 
ately to those who wish to spend their money 
in other ways. There has recently been some 
discussion about the appropriateness of dif- 
ferential rates of Purchase Tax, and there 
would seem to be a good case for widening 
the scope of these discussions to cover the 
whole field of indirect taxation. The present 
system has evolved haphazardly and may 
have become quite unsuitable for the 
changed conditions of income distribution 
and spending. In the ease of the Tobacco 
Duty, which is equivalent to a Purchase Tax 
of over 400 per cent, I believe equity and 
expediency point in the same direction. The 
danger that the maintenance of the very high 
rate of Duty will seriously prejudice the 
future yield of the tax is very real. 


There is one other specific point that I 
would like to make under this heading, and 
that is to support with all the emphasis I can 
command the representations that have 
already been made in favour of implementing 
the recommendation of the Royal *Commis- 
sion to replace the existing discriminatory 
rates of Profits Tax between distributed and 
undistributed profits by a flat rate, and of 
making the flat rate 7} per cent, which would 
slightly lighten the total burden of tax and 
give some much needed relief to industry. 


IMPORTANCE OF COMBATING INFLATION 


Turning to more general issues—to a 
country which basically has to live on its 
exports, inflation must always be dangerous. 
When inflation continues here at a faster rate 
than elsewhere the dangers become acute. It 
would therefore seem that the extremely 
lucid and impartial analysis of the causes and 
consequences of inflation which is contained 
in the Report of the Council on Prices, Pro- 
ductivity and Incomes under the Chairman- 
ship of Lord Cohen is a timely and valuable 
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contribution to a more general comprehen- 
sion of the position in which we stand. It 
is too much to expect that any such report 
would meet with universal approbation. For 
example, there are some who would regret 
that virtually nothing is said on the subject 
of the inflationary effects of excessively high 
taxation. Up to a point some indirect taxa- 
tion such as the Tobacco Duty might be said 
to be disinflationary in the sense that it could 
reduce the general pressure of excess pur- 
chasing power, but we have got beyond that 
—and not only in Tobacco Duty—and a 
continuance of very high rates of taxation 
must make the halting of inflation more 
difficult. I believe that in our present 
circumstances, and having regard to what 
is happening elsewhere, it is a dangerous 
delusion for us to imagine that a slight or 
creeping inflation in this country does no 
harm, and I hope that as a result of the 
Council’s Report there will be a much more 
general appreciation of why “our objective 
should be to stop the inflation and not merely 
to moderate its course.” There is no doubt 
that given the understanding and the will on 
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the part of the people of the country, the fall 
in the value of our money can be stopped, 
difficult though some of the steps on the road 
may seem. 


THE OUTLOOK 


Since by the time this Meeting takes place 
more than one-third of the Company’s 
financial year has elapsed, it is perhaps not 
unreasonable that I should be expected to 
say something about the financial prospects. 
Keen competition exists and is likely to con- 
tinue. And this applies not only to the 
tobacco trade but also to the paper, board, 
and printing industries in which our Sub- 
sidiary Companies are mainly concerned. I 
hope and believe that we are well equipped 
to meet. that competition. The physical and 
financial structure of the Group is sound. 
Taking a broad view of the whole position 
so far as it can be seen today, I think that 
there are good grounds for hoping that the 
results of the current year will be at least 
comparable with those now before you, and 
it may well be that they ‘will show some 
improvement. 
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I now have pleasure in moving— 


“That the Report and Accounts for the 
year to October 31, 1957, now presented, 
be received and adopted ” 
and I will ask the Deputy Chairman to 
second the Resolution. 

Sir Wilfrid Anson, deputy chairman, 
seconded the motion, which was carried. 


The payments of 53 per cent on the “A” 
54 per cent Cumulative Preference stock, 
6 per cent on the “B” 6 per cent Non- 
Cumulative Preference stock, 10 per cent on 
the “C” 10 per cent Non-Cumulative 
Preference stock, and the interim dividend 
of 84 per cent on the Ordinary stock were 
approved and confirmed, and a final dividend 
of 114 per cent on the Ordinary stock for 
the year to October 31, 1957, was declared. 


The retiring directors were re-elected and 
the other formal business having been trans- 
acted, the proceedings terminated with a 
vote of thanks to the chair, moved by 
Lord Dulverton and seconded by Mr P. G. 
Cardew, and the chairman’s brief acknow- 
ledgment. 


ENGLISH ELECTRIC COMPANY 


COMBATING INFLATION BY EFFICIENCY 


SIR GEORGE NELSON ON 


Sir George Nelson, Bart (Chairman), pre- 
siding at the thirty-ninth Annual General 
Meeting held on March 13th, in London, 
said : 


The consolidated results for the year once 
again show an improved position with the 
balance on trading account up by £765,000 
to £10,233,840. After depreciation, loan 
interest and income from trade investments, 
the profit before taxation was higher by 
£181,000 at £6,916,989. 


After taxation and after transferring taxa- 
tion relief to reserve, the profit applicable to 
the Company’s consolidated account is 
£2,951,285 compared with £2,911,812 a year 
ago, an increase of £40,000. 


In view of these results and of future pros- 
pects, your Board recommend a final divi- 
dend on the ordinary stock of 10 per cent, 
less tax, making 14 per cent for the year. As 
in previous years, I would point out that the 
14 per cent dividend is paid on the nominal 
capital and not on the capital invested by the 
shareholder. The ordinary dividend is 
equivalent to 5 per cent before taxation on 
the shareholders’ actual investment, and, as 
I shall show later, the total return after taxa- 
tion to ordinary and preference shareholders 
combined is only 1.01 per cent of the Com- 
pany’s turnover. After appropriating the pre- 
ference and ordinary dividends and trans- 
ferring £1 million to general reserve, the 
carry forward is £1,786,585 in the consoli- 
dated accounts. The total of our Capital and 
Revenue Reserves now stands at £21 million. 


TURNOVER 


The improved results are wholly due to a 
further increase in our turnover made possi- 
ble by additional manufacturing facilities 
provided from new capital and reserves and 
by improved operating efficiency. Our trad- 
ing -margins are still very slender as is illus- 
trated by the following breakdown of every 
£100 of our 1957 turnover: 


Materials, including bought and finished 
articles 


VALUABLE INVESTMENT IN RESEARCH AND EDUCATION 


Depreciation, Maintenance, Power, Heat, 
Light, Rent, Rates, Insurance, etc..... 

Interest on Debentures, Bank Overdraft 
and Bills 


Taxation 


Retained in the business 
Net dividend on Preference and 
Ordinary Stocks 


COMBATING INFLATION 


At the present time there is a determina- 
tion, more widespread than ever before, that 
Britain must stop the inflation which has 
dominated its peace-time economy during the 
last twelve years. 


The workpeople’s reaction to constantly 
increasing prices is to ask for more wages. 
From time to time we have issued the warn- 
ing that higher wages without an equivalent 
increase in output will price us out of the 
export markets. I am happy to say that 
other factors have fortunately prevented this 
happening for the moment, i.e., improvements 
in design, improvements in production 
methods and the increase in the volume of 
our business. Although these remedies have 
so far enabled us partly to counteract the rise 
in wage levels, they cannot do so indefinitely 
at a time when competition is becoming 
steadily more fierce in the overseas markets. 
Requests for higher wages where no equiva- 
lent increase in output or efficiency is possi- 
ble must therefore be restrained, 


We have been able to retain our position 


this year by the collaboration of our work- - 


people and technical staff in achieving 
improved efficiency. We look to the Govern- 
ment, nationalised industries and industry 
generally to pursue efficiency with similar 
energy in the form of deeds and not words. 
To this end, the Government has stated that 
both central and local Government expendi- 
ture and expenditure by nationalised indus- 
tries is to be pegged and Government action 


has been taken to limit unnecessary expan- 
sion by private enterprise. By these means 
it is hoped to arrest inflation while enabling 
productivity to catch up with the increase 
in the country’s spending power. 


Research remains one of the foremost 
activities of the Group. By deep thought on 
the most advanced problems supported by 
immense capital expenditure, new fields are 
opened and existing ones improved. By such 
efforts we keep ahead of our competitors over 
the great range of our products, and just 
because of their wide range and because of 
the successful results of our huge research 
and development effort, we are able to carry 
out our basic policy of maintaining stability 
of employment for our staff and workpeople. 


PRODUCTION EFFICIENCY 


I am proud to announce that we have just 
received an order from the Central Electricity 
Generating Board, for two 275,000 kW Turbo 
Generators for installation in their projected 
new Generating Station, Blyth “B.” The 
design submitted by the English Electric 
Company has been selected as the best on a 
balance of price, efficiency and _ technical 
excellence. 


The activities of our engineers have contri- 
buted to greatly increased efficiency in 4 
number of industries. For example, the 
tremendous increase in the output of steel 
in the United Kingdom in the years since 
the war has been very largely attributable to 
the developments in electrical control of steel 
mills in which we have played a very impor- 
tant part. 


It is because of the spirit of endeavour 
that the Company can show increased pro- 
duction and orders. The orders outstanding 
at the end of the year, for the Group as 4 
whole, now exceed £250 million. Of our 
total United Kingdom output one-third 
goes to overseas markets, but I must point 
out in this connection two special features. 
These are the inclusion for the first time of 
our Company’s proportion of Atomic Power 
Station plant and of the substantial order for 
Canberra Aircraft for India which includes 
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considerable volume of specialised equip- 
nent such as engines and electronic devices 
a part of the contract price instead of as a 
ree issue from the Government. 


So far as this Company is concerned, there 
sas yet no evidence of a serious diminution 
n the rate of incoming export orders. Nor 
ave we experienced any unusual cancellation 
f existing orders. Our order book is very 
atisfactory amd, as the situation is today, 

think I can say that we have no great 
ruse for anxiety. Nevertheless, if the North 

merican recession were to deepen, and to 

tend beyond, let us say, the end of 1958, 
rause for anxiety might develop. 


EUROPEAN FREE TRADE AREA 


The scheme put forward by Her Majesty’s 
overnment has encountered a considerable 
degree of Opposition, and it is as yet impos- 
sible to see clearly what the outcome will be. 
Jt remains true, in my judgment, that the 
ommon Market, having been established, 
it is important from the point of view of 
general industry in this country that some 
ind of European Free Trade Area should 
be created ; otherwise, we shall find ourselves 
outside a powerful European Customs Union 
of six countries with tariffs steadily reducing 
between themselvés, but with a common and 
higher tariff against manufactures from out- 
side the Union, including goods from the 
United Kingdom. Such a Union could be- 
come extremely powerful in the world’s 
export markets. 


That being so, it is I think important to 
examine the problems that will confront each 
industry. if a: Free Trade Area should be 
established, and we have set on foot studies 
on these: problems. 


EXPORT 


I mentioned in my Speech last year that 
we had received orders from 137 different 
countries in the year then under review, 
and I cari say again that orders have been 
= from just as many- parts of the 
world. : 


In a world which is hungry for the type 
of plant we manufacture, for the generation 
and application of electrical energy, the> out- 
standing problem’ is how to bridge the gap 
between the sales of primary products from 
the newly-developing countries and the pur- 
chase of high quality machinery to aid in 
the development and improve the standard 
of living in these. countries. It seems to me 
that we must do more than has been found 
possible in postwar years to spread the 


period over which capital equipment is 
Snanced. 


We see from the operations of the Ameri- 
can Import/Export Bank that where capital 
projects are undertaken, the term under which 
leans are repaid can be up to 20 years or 
ven longer. It is clear that long-term 
financing is a competitive weapon as well as 
the quality and price of the product. It is 
dso true that it will help the newly- 
developing country to make the best use of 
Is resources if instalment payments can be 
spread over sufficient time to allow the newly- 
acquired plant a period of operation which 
Will itself help to pay for it. This is not a 
new theory but it is one which requires 
urgent study with special reference to this 
country’s export of capital goods. 


TRAINING AND EDUCATION 


In furtherance of our duty to increase our 
own efficiency, and in view of the continued 
€xpansion of our Group, we have brought 
a large number of ‘young’ people into our 
Education ‘and’ Training schemes.° We regard 

Ils not $6 much ds‘ additional expénditure 
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but as an increase in a valuable investment. 
We have never confined our educational and 
training facilities to young people in the 
United Kingdom. At all times we have 
some 150 men from overseas under training 
with us and at the moment they are from 
33 different countries. 


The: report and accounts were adopted. 


BAJOE KIDOEL RUBBER 
AND PRODUCE 
COMPANY LIMITED 


SIR ERIC MILLER’S SFATEMENT 


{ 


The forty-sixth Annual General Meeting 
of The Bajoe Kidoel Rubber and Produce 
Company, Limited, was held on March 13th 
in London. The following is an extract from 
the circulated statement of the chairman, Sir 
Eric Miller: 


The rubber crop of 1,752,119 Ib from our 
two estates in East Java was better by some 
5 per cent than that of. the previous year. 
The coffee crop of 269,360 kgs was only 
about two-thirds of that harvested in the year 
1955/56. Field conditions generally on the 
two estates were reported to be reasonably 
satisfactory. The situation in Celebes con- 
tinues to cause serious anxiety and through- 
out 1956/57 bandits operated on and around 
our estates with increasing boldness. Arrears 
of upkeep work inevitably accumulated. The 
Celebes rubber crop of 1,297,557 Ib compared 
favourably with 879,825 Ib in the previous 
year, Balangriri having contributed ten 
months’ crop as against only five months in 
1955/56. 


The Subsidiary Companies’ profits for the 
year ended March 31, 1957, were 
Rp.2,636,579 (Rp.4,069,559). The profit for 
1956/57 before UK taxation is £4,604. From 
a taxation point of view, it is better to relate 
the payment of a dividend to the year 
1957/58 and the Directors have declared an 
interim dividend of 10 per cent, less tax, for 
the year ending March 31, 1958. 


REDUCTION OF CAPITAL 


In view of the recent trend of events in 
Indonesia, the Directors have once again 
given consideration to the Company’s 
minimum requirements of sterling working 
capital apart from. the local Companies’ 
rupiah balances and they have reached the 
conclusion that the Company’s resources in 
London permit the repayment to members 
of ls. per 2s. share. If the Special Resoli- 
tions set out in the notice of the forthcoming 
Annual General Meeting are duly adopted 
and subsequently approved by the Court, the 
issued capital will then be £62,240. 


Political developments in Indonesia 
culminating in the recent drastic actions 
taken against Netherlands interests are a 
matter of very grave concern to us. 


No remittances of profits from Indonesia 
have been received in the UK in respect of 
profits earned by our Subsidiary Companies 
since April 1, 1955. To obviate a complete 
breakdown the suggestion has been made, 
with which we are in full agreement, that the 
Indonesian Government should modify their 
regulations so as to enable plantation Com- 
panies such as ours to retain a portion of the 
substantial foreign exchange proceeds of the 
estate products all of which now have to be 
surrendered to the Indonesian Exchange 
Control who, as I have indicated, have 
suspended the granting of permits. 


The report and accounts were adopted and 
the special resolutioris regarding the capital 


‘repayment and capital “reorganisation were 


passed. 
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BRITISH HOME STORES 


NEW RECORDS 


The thirtieth annual general meeting of 
British Home Stores, Limited, was held on 
March 19th in London, Mr Harold Hindley, 
chairman, presiding. 


The following is an extract from his circu- 
lated statement: 


Your directors were very sorry indeed to 
know, towards the end of last year, of Mr 
Horace Moore’s wish to resign from the 
Board on medical advice. I would like on 
behalf of my colleagues and myself to thank 
him for all the efforts he constantly made 
in the company’s interests. 


The profit for the period before taxation 
was £1,574,177, an increase of £43,983 on 
the year. The total provision for taxation 
is £858,000, an increase of £29,000. £394,684 
has been allocated to General Reserve and 
the final Ordinary dividend recommended is 
3d. per unit, the same as a year ago, making 
a total of 44d. per stock unit for the year 
as against 4d. for the previous year. There 
is £193,779 carried forward against £182,926 
brought in. 


We achieved for the year as a whole new 
records both in the money value of turnover 
and in the number of individual purchases, 
an indication that we have succeeded in 
maintaining the growing interest of the gen- 
eral public.’ It is our policy to pass on to the 
consumer the advantage of lower raw material 
prices and increased efficiency of production, 
but in the early part of the year decreases in 
raw material prices were offset by higher 
manufacturing costs. Later in the year, how- 
ever, many selling prices were reduced, and 
since Christmas further reductions have been 
announced. 


DEVELOPMENT 


Under present conditions with the credit 
squeeze, combined with the high interest 
rates prevailing, development has to some 
extent to be curtailed. While for the time 
being we are forced to rely more on our own 
resources it is our intention to continue with 
our general policy of expansion. 


Last May we opened new stores at Black- 
pool and Swansea and in November our 
new store at York. We continue to operate 
both stores in Swansea, but in York the old 
store has been closed. Our experience in 
these new stores for the part of the year 
during which we traded was satisfactory. 


Work now proceeds upon stores at New 
Street, Birmingham, which will be the largest 
of our chain, opening in May, and at 
Middlesbrough, where we expect to open 
in the autumn. Work has commenced upon 
a store at Crewe, which, however, will not 
be complete until 1959. In 1959 also we 
shall complete new premises now being built 
in Liverpool, which will embody part of our 
existing store. We have so far been unable 
to complete arrangement for the erection of 
a new store in Bristol. 


During the year we carried out extensions 
to some of the existing stores ind work is 
proceeding upon extensions iu additional 
cases. We have continued with our policy 
of modernising some of the older stores of 
our chain. 


It is very difficult to forecast the trading 
pattern for the current year. Whilst there is 
no doubt that competition continues to in- 
crease, we feel that with hard work backed 
by knowledge and experience we should 
continue to get increasing recognition from 
the shopping public. 


“The report and accounts were adopted. 
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The thirty-ninth annual general meeting 
of English China Clays Limited was held on 
March 20th at Hyde Park Hotel, London, 
S.W. In the absence of Sir John Keay, 
A.C.A. (Chairman and Managing Director), 
who was indisposed, The Right Honourable 
Lord Aberconway (Deputy Chairman), pre- 
sided. 


The following is the chairman’s statement 
which had been circulated with the report 
and accounts for the year ended September 
30, 1957, and was taken as read: 


The profits of the Group for the year end- 
ing September 30, 1957, after providing 
£1,065,833 for taxation, amount to £1,085,436, 
£25,000 is provided for Taxation Equalisation 
Reserves and £650,000 for General Reserve, 
which now stands at £2,500,000. Your Direc- 
tors recommend a Final Dividend of 4} per 
cent tax free, which, with the Interim 
payment of 2 per cent tax free, brings the 
Ordinary Dividend for the year ended 
September 30, 1957, to 6} per cent, tax free. 
This leaves a balance on Profit and Loss 
Account to be carried forward of £432,346, 
as against £366,329 in the previous year. 


The Consolidated Balance Sheet at Septem- 
ber 30, 1957, shows that the Issued Capital 
and Reserves stand at £9;181,010, of which 
£8,008,242 represents expenditure on Capital 
and Fixed Assets, and the balance of 
£1,172,768 equals the surplus of Current 
Assets over Current and Deferred Liabilities, 
an increase of £163,836 compared with the 
corresponding figure of last year. 


REVIEW OF SALES 


I am pleased to report that the sales of 
China Clay during the year under review 
show a small but encouraging increase over 
those of the preceding year, which were the 
highest in the history of the Company. Home 
Market sales were somewhat lower than. last 
year, but our Export sales increased in spite 
of the effects of currency, import and other 
trading restrictions. An easing of overseas 
freight rates was an extremely helpful factor 
in the maintenance and expansion of our 
Overseas markets. 


Our USA subsidiary, Anglo-American 
Clays Corporation, is not yet in full pro- 
duction, but steady progress is being made 
in the development of new methods of pro- 
duction and processing, which are already 
giving good results by improving qualities and 
increasing sales. 


MOLOCHITE 


Sales of Molochite continue to show a 
marked increase, and a growing interest in 
this high grade refractory material is being 
shown in a number of foreign countries, 
notably the USA. Additional production 
plant is at present under construction and is 
scheduled to commence operation in the late 
Summer of this year. 


NEW ACQUISITIONS 


On March 29, 1957, the Company acquired 
all the shares of Hexter and Budge, Limited, 
of Newton Abbot in Devon, for a cash con- 
sideration. Incorporated in 1926, this firm 
produces Ball Clay from freehold mines near 
our own in the Newton Abbot area. We have 
marketed a substantial part of their produc- 
tion for many years, and this acquisition will 


COMPANY MEETING REPORTS 


ENGLISH CHINA CLAYS 


INCREASED SALES—PROBLEM OF RISING COSTS 


SIR JOHN KEAY’S STATEMENT 


enable us to develop and consolidate our pro- 
ducing interests in Ball Clay which, like 
China Clay, has large export associations. 


As you will know from the circular dis- 
tributed to the shareholders in December, and 
from announcements in the Press, contracts 
were exchanged on December 19, 1957, by 
your Company and a group of private com- 
panies operating quarries chiefly in Devon 
and Cornwall. You will also have received 
a more detailed communication on this sub- 
ject with the notice of the Annual General 
Meeting, and I shall refer to it again later. 


BUILDING, QUARRYING AND TRANSPORT 


The falling-off of profits in the Building 
section of the Group, to which I referred in 
my statement last year, has continued 
throughout the year under review, and has 
been intensified during the current year 
following the announcement in September, 
1957, of the higher Bank Rate. We are, how- 
ever, ma:ntaining our share of Local Authority 
contracts, but, in our view, until there is a 
reduction in the present high interest rates 
the immediate future of private enterprise 
building is somewhat obscure. Accordingly, 
our plans for the extension of this side of our 
activities have been deferred and will be re- 
viewed when the position improves. 


Our Transport and Quarrying subsidiaries 
continue to do well and have contributed in- 
creased profits to the Group. The Transport 
fleet is well equipped with modern vehicles, 
and improved maintenance procedures are 
havirg their effect in reducing running costs. 
With regard to the Road and Limestone 
Quarries, expenditure on increased mechanisa- 
tion and modernisation is being undertaken 
to raise productivity and reduce costs. 


_ The amalgamation of our. existing quarry 
interests with those of the Devon and Corn- 
wall group, to which I referred earlier, will 
be most advantageous to our general quarry- 
ing position in the South West of England. 


There are many opportunities that such 
an amalgamation brings in its wake. In the 
field of research, we shall look forward to 
collaboration with many of the industries 
using the varied products of these quarries, 
the results. of which should, in the years to 
come, make a valuable contribution to the 
benefit of the community and to the stability 
and profitability of the Group as a whole. 
In production and marketing, likewise, the 
exchange of experience and techniques must 
Operate to our mutual advantage in terms of 
increased efficiency and economies. 


REVIEW OF MANAGEMENT STRUCTURE 


Last year I referred to the reorganisation 
of the management structure. This was com- 
pleted early in 1957, and the benefits of the 
streamlining of the structure are now being 
felt. 


The principle of the _ re-organisation 
adopted has been one of de-centralisation 
into the following groups: China Clay, Ball 
Clay and sundry Mineral Products ; Build- 
ing; Transport; Limestone and Roadstone 
Quarries. Each group has its own Board of 
Management, the financial control of which 
is administered by the Board of ECC Ltd. 


TRAINING 


The Apprenticeship and Educational 
schemes continue to make progress and, apart 
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from the obvious benefits to be expecta 
from such schemes, it is encouraging to not 
from the number of newly indenture 
apprentices and trainees that the futur 
manning of the Group, in all its departments 
is being provided for. 









PRODUCTION 






Mounting costs continue to be a featur 
of the production problems of the extractive 
industries and, indeed, all Industry. Laboy 
and coal, which form a substantial part of 
our costs, have risen again during the yeur, 
but an improvement in productivity achieved 
by modernisation, mechanisation and research 
has helped to keep our prices and quality 
standards competitive. There is a limit, 
however, at which the level of costs must 
so affect the price of our products. tht 
employment is endangered. 


Today it is more than ever one of the 
problems of Industry to find a means of 
satisfying labour, the Tax Collector, investors 
and potential investors, and, at the sam 
time, to maintain the high standard of 
efficiency so necessary to achieve success in 
world ‘markets. 






















MR W. O. MEADE-KING 


Mr W. O. Meade-King retired, on March 
31, 1957, after 45 years’ service, from his 
executive positions with the Group. We all 
realise what we owe to Mr Meade-King for 
the leading part he has played with such 
success, particularly in the development of 
the China Clay interests of the Group, and 
it is with a sense of reluctance that we record 
that he has relinquished his executive duties 
as Works Director. Fortunately we are not 
losing the benefit of his wisdom and lon 
experience, because he has consented to re- 
main with us as a non-executive Director on 
the Boards of ECC Limited, and also: 
number of our subsidiary companies. 

















CONCLUSION 






Despite the penalty of heavy Profits Tax 
on dividends, your Directors have, in declar- 
ing a small increase in the dividend, apart 
from the normal considerations of dividend 
policy, had regard to the claims of those of 
our shareholders who have held their shares 
for many years, whose incomes are fixed, 
and who have no means of combating the 
increases in the cost of living, which are 4 
feature of the present inflationary conditions. 


Finally, I. should like to express a tributt 
on your behalf and on behalf of the Board 
the workpeople, staff and executives, both # 
home and abroad, for the loyalty, enthusiasm 
and energy which they have shown i 
making possible the satisfactory 
which I have reported to you. 


The report and accounts were unanimously 
adopted, the dividend, as recommended, wa 
approved, and the retiring directors, 
R. W. C. Hobbs and Mr Hart Nicholls, wer 
re-elected. The remuneration of the auditors 
Messrs Allan, .Charlesworth and Co. af 
a Bourner, Bullock and Co. wai 

xed. 


At a_ subsequent extraordinary general 
meeting a resolution was passed that 
share capital of the company be increased 
£12 million by the creation of 4,000 
Ordinary shares of £1 each. 
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APPOINTMENTS 


2 


MSL 


have been retained to advise 
on the appointment of a 


GENERAL 
SALES MANAGER 


for a company employing 
manufacturing durable consumer goods for the 
mass medium market. In order to retain its 
leadership and to expand in a highly competitive 
market the company wish to appoint a General 
Sales Manager to co-ordinate the sales effort. This 
will include directing subordinate sales, market 
research and advertising managers and through 
them a large sales force. The appointment will 
be based in London. 


over 3,000 and 


Candidates must have had considerable experience 
in marketing and selling consumer goods and in 
directing a large ficld force selling to the retail 
trade. They should also have some knowledge of 
market research and experience controlling large 
advertising appropriation. Good general education 
necessary—a degree an advantage. Preferred age 
40 10 47. The position will interest those carning 
between £3,000-£4,000. 


No information will be disclosed to our clients 
until candidates know their identity and have given 
permission after personal discussion. Please send 


brief details in confidence, quoting reference 
6.451, to P. J. H. Fryer. 
MANAGEMENT SELECTION LIMITED 


17, Strattorm Street, London, W.1. 


SCOTTISH INDUSTRIAL ESTATES, LTD. 


The Directors of SCOTTISH INDUSTRIAL ESTATES. 

LIMITED, invite applications from suitably qualified 
persons for the position of Assistant to the General 
Manager of the Company. 

Applicants, preferably not more than 45 years of age. 
must have had wide administrative, commercial and/or 
industrial experience, qualifying them to give effective 
assislance to the General Manager in the discharge of 
ihe managerial responsibilities inherent in a_ large-scale 
organisation responsible to a Government department for 
the erection, maintenance and general administration of 
industrial property which, at present, includes nearly 400 
modern factories in Scotland. 

The salary scale appropriate 
£1,600 to £2,000 per annum. The commencing salary 
will be determined by the Board. The Company operates 
a Contributory Superannuation Scheme which the success- 
ful applicant will be required to join. 

Canvassing of the appointment, cither 
indirectly, will result in disqualification. 

Applications, in duplicate, together with five copies of 
three recent testimonials. should be lodged with the 
DIRECTOR AND GENERAL MANAGER. 3, WOOD- 
SIDE PLACE, GLASGOW, C.3, not later than April 10, 
1958. 


~ THE FEDERATION OF THE 
WEST INDIES 


Applications are invited for the post of Economist on 
the Establishment of the Federal Government of the 
West Indies. Salary £1,850 per annum. 

The post will eventually be pensionable on the Federal 
Establishment. Selected candidate would be required 
fo serve at Headquarters in Trinidad and in any of the 
lcrritories forming the Federation. Free passages provided 
on first appointment and termination for officer and family 
up to five persons in all. Leave at the rate of 45 days a 
year. Leave passages up to three adult passages after tour 
of two and a half years. Accommodation provided at 10 
per cent of salary, plus furniture at approximately 5 per 
cent of cost per annum. 

The Economist will work under the direction of the 
Senior Economist, Economic Planning Division. He will 
te required to assist in a programme of collating data 
and of economic assessment of the Federal Area in order 
that studies can be completed on which economic planning 
tan be formulated. 

Qualifications required are an Honours or Research Degree 
in economics and at least two years’ experience in the 
field of applied economics, i.e. in economic planning 
oganisation or department of finance or trade and pro- 
duction or comparable experience elsewhere in economic 
wsearch investigation, in particular of field surveys of 
& practical nature. 

Applications, giving age and particulars of qualifications 
and experience, together with names of two_ personal 
teferces, should be submitted before April 5, 1958 to the 
Federal Secretary, ‘* Whitehall,”” 29, Maraval Road, Port 
of Spain, Trinidad, the West Indies, from whom further 
Particulars may be obtained. Candidates who have already 
oe applications for this appointment need not 
apply. 
One copy of application to Director of Recruitment, 


Colonial Office, Great Smith Street, S.W.1, quoting BCD 
123/500/02. ” 


to the appointment is 


directly or 


PORTSMOUTH COLLEGE OF 
TECHNOLOGY 


A Lecturer is required in the Commerce Department, 
‘© commence duties in September. Ability to lecture in 


conomics, with Law, History, or Government, up to 
BSc. (Econ.) degree standard is necessary. 
Salary : Burnham Technical Scale. Lecturer : £1,200 


by £30 to £1,350. 


Application forms and further details may be had from 
the Registrar. Forms should be returned within 14 days 
of the appearance of this advertisement. 


Subscriptions to many countries can be sent 
either by direct second-class airmail or in 
bulk by air freight for onward posting from 
central distribution points. Airmail is in- 
variably more expensive but usually quicker 
by about 24/48 hours. Where only one 
service is shown this is because the alter- 
Native is either not available or not 
recommended. 


Registered as a Newspaper. 
by St. Clements Press, Ltd., London, W.C.2. 





Entered as Second Class Mail Matter at New York, N.Y., Post Office. 


WESTERN REGION PRODUCTION DEVELOPMENT 
BOARD, IBADAN, NIGERIA. 


SENIOR ACCOUNTANT 


The Western Region Production Devclopment Board 
has vacancies in its accounting organisation for a Senior 
Accountant. 


Candidates for this post should possess a 
recognised Accountancy qualification and should 
have had at least five years’ experience in a 
professional office since qualifying. including work 
on re-organisation, introduction of a new account- 
ing system and budgetary control. It is essential 
that candidates should have sound knowledge of 
costing and cost systems. Commencing salary. 
excluding inducement allowance, will be in the 
range of £1.360 x £60-£1,590. Inducement 
allowance is £300. 

2. The terms of service include partly furnished accom- 
modation at 84 per cent of the basic salary : free medical 
service, outfit allowance, free passage for wife and also 
free passages once each way per tour for children up to 
three-in number not over the age of 13. Employees are 
required to contribute up to 10 per cent of salary to a 
Provident Fund. Home leave at full pay at the rate of 
five days per month on overseas service. Normal length 
of tour 18-24 months. 


3. Applications in duplicate, together with details of 
age, experience and qualifications and the names of three 
personal referees should be sent to : 


The London Representative. 
Western Region Production Development Board, 
178-202, Great Portland Street, 
London, W.1. 


to reach him not later than March 31, 1958. 


ATTRACTIVE OPPORTUNITIES 
IN 


UNILEVER LIMITED 


are offered to qualified Accountants up to 30 years 
of age. These appointments provide a wide 
experience in progressive Management accounting 
and commercial control techniques. Suitable 
candidates are eligible for consideration under the 
Unilever Companies’ 
Scheme which 


Management Development 


is designed to train men for 


responsible management positions. The commenc- 


ing salary will depend on age, qualifications and 
experience. 


Applications, stating age and accompanied by 


a brief summary of education and experience, 
should be sent to : Unilever Limited (P.D. 366), 


Unilever House. Blackfriars, London, E.C.4, 


ONSTRUCTORS JOHN BROWN LIMITED invite 
applications for a post of an Executive Director. 
Preference will be given to a man with experience in 
Chemical and Petroleum Chemical Engineering and Con- 
struction who also possesses proven administrative ability. 
—Applications should be addressed to the Chairman of 
the Company at 8, The Sanctuary, London, S.W.1, who 
will deal with them personally and confidentially. 


STATISTICIAN 
( Assistant ) 


required by the Central London Head Office of 
a leading Anglo-American Chemical Company. 


Candidates, age about 25, should be Graduates 
in Economics with Statistics, but Non-Graduates 
with suitable experience would be considered. 


This is a permanent and progressive appoint- 
ment in an expanding organisation ; commencing 
salary £600 to £700 per annum approximately. 

Fully detailed applications, which will be 
acknowledged, should be addressed, in complete 
confidence. to Box JN 2687, A.K. Advertising, 
212a, Shaftesbury Avenue, London, W.C.2 


THE UNIVERSITY OF MANCHESTER 

Applications are invited for the post of LECTURER IN 
SOCIAL ANTHROPOLOGY. Salary on a scale £900 to 
£1,650 per annum with membership of F.S.S.U. and 
Children’s Allowance Scheme. Initial salary aceording to 
qualifications and experience.—Applications should be sent, 
not later than April 12, 1958, to the Registrar, the 


University, Manchester 13, from whom further particulars 
and forms of application may be obtained. 


AIR SUBSCRIPTION RATES 
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ISONS PEST CONTROL LIMITED seeks the services 
_. Of a first-class Sales Promotion Manager, age carly/ 
mid thirties. for their headquarters offices at Felixstowe. 
A thoroughly experienced man is sought, with proved 
ability in creating productive sales promotion schemes in 
similar ficlds. who is full of creative ideas and who could 
Produce sales results in a highly competitive market— 
sound experience in advertising and of marketing products 
in agricultural fields necessary. Initial salary in neighbour- 
hood of £2,000 per annum, with excellent prospects and 
working conditions, but long hours and continuous hard 
work go with them.—Write to Personnel Manager, Fisons 
te Control Limited, Harston, Cambridge (quoting No. 
393). 
SSISTANT SPACE BUYER.—Secretary/Shorthand 
Typist with minimum twelve months’ experience in 
Advertising Agency Media Dept. is required as Chief 
Assistant to Space Buyer : London. W.1. Must be quick 
at figures and interested in statistics. Age 25-35. Com- 
mencing £550/£650. according to qualifications.—Box 898. 


BUSINESS AND PERSONAL 


REQUIRED 
MEDIUM SIZED 
INDUSTRIAL ELECTRONICS 
BUSINESS 
WITHIN 25 MILES OF STAINES, 
MIDDLESEX 


Management 
Precision 
would be 
£1,000,000. 


and 
enginecring. 
considered. 


technical staff to remain. 
with electronics branch, 
Turnover £200,000 to 


Apply in strict confidence to The Chairman, 
W. E. Sykes Limited, Terminal House, Grosvenor 


Gardens, London, S.W.1. 

ELEPHONES, TELEPHONES, TELEPHONES for 

works and offices. We install and maintain for 
moderate rental. Communication Systems Ltd. TEMple 
Bar 4506. 


INOCULARS. Zeiss, Ross, Leitz. 

City Sale & Exchange. Ltd.. 94, Fleet Street, London. 

BARGAIN.—For Sale. New Co. Regns. no trad- 

ing ; Opticians/Investment/Property Dealing—Devel- 
opment/FINANCE.  H.P./Stocks/ Shares / Hardware / Sheet 
Metal /Printers/Insurance Brokers and 1,001 other trades. 
PRICE £25 COMPLETE.—Business Econ. (E./Sp.E), 156, 
Strand, London, W.C.2. (TEM. 8377/8-2294/5). 
. a good cellar, and you enjoy the esteem of your 

friends. Keep a supply of El Cid Amontillado, and 
you enjoy a good sherry—and collect more friends ! 


Invest in 
CITY OF COVENTRY 
Mortgage Loans 


(TRUSTEE SECURITIES) 


SIX PER CENT FOR TEN YEARS 


Special terms will be quoted for loans of 
£10,000 and over. 
For further particulars apply: 
CITY TREASURER (C.), COUNCIL HOUSE, 
COVENTRY. 






ECRETARIAL RAINING, especially for university 

graduates and older students. Six-month and intensive 
14-week courses.—Write Organising Secretary, DAVIES’S 
2. Addison Road, W.14. PARK 8392. 


EXPERT POSTAL TUITION 


for Examinations—University, Law, Accountancy, Costing 


Secretarial, Civil Service, Management, Export, Com- 
mercial, General Certificate of Education, etc. Also 
many practical (non-cxamination) courses in business 


subjects.—Write today for free prospectus—and/or advice, 
mentioning examination or subjects in which interested, to 
the Secretary (G9/2). 


METROPOLITAN COLLEGE, ST. ALBANS 


or call at 30, Queen Victoria Street, London, E.C.4. 


Airmail | Air Freight |! Airmail | Air Freight Airmail | Air Freight 

Australia....... £10 6s. — Hongkong...... a £8 15s. Nigeria ........ £9 Os. £6 10s. 
CURRED ocscccce — $25 Svaccicscscn Ge Oe £7 10s. Pakisten........ 4 @. ~ 

or £9 Indonesia....... £9 Os. —_ Philippines ..... £10 6s. _ 
Caplet.cccceeee  & am Iran, Ilraq....... £7 15s. — Rhodesia (N.&S.) £9 Os. — 
GE ccciceese LO GS _ eS _ 5. BANS cccccee BH Ge £7 10s. 
East Africa ..... £9 Os. £7 10s. DER <sccccssss 4 S&S a S. America ..... £9 Os. —_ 
GRiccccecess GF Ek £6 10s. Seamaateseses £7 15s. —_ Gettcccccecsee GF Ge £6 15s. 
 idasccce Se Oe — ebanon ....... £7 15s. —_ RRS ceccenens a 
re £6 10s. Descccdece ae Oe — or £9 
Gibraltar, Malta. £5 Os. — New Zealand... £10 6s. — West Indies.... £9 — 


Printed in England 
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PETROCHEMICALS 


British Hydrocarbon Chemicals Ltd. have recently 
awarded us the contract for the engineering design, 
procurement and construction for the 
Cumene-Phenol plant to be binilt at Grangemouth, 
Scotland. This plant employs the cumene 

process developed by Scientific Design Company 
and licensed by the Mid-Century Corporation, 

a subsidiary of Standard Oil Company of Indiana. 


The phenol process was developed by The 


Distillers Company Limited. 


We have recently completed a major expansion 
of British Hydrocarbon Chemicals Ethylene and 
Ethanol plants and we are currently constructing 


a Poly-ethylene plant at the same location. 


E. B. BADGER & SONS LIMITED 


20 RED LION STREET, LONDON, W.C.1 
Telephone: CHANCERY 3366 TELEX No. 2-3512 


Ds 


Affiliated with STONE & WEBSRER ENGINEERING CORPORATION, U.S.A. 





